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Consumer goods market in the Northwestern region of Russian Federation offers vast possibilities for 
Chinese importers. It is attractive from geographical, political, social, economical and technological points 
of view. The level of consumption remains high in the market in spite of the recent crisis. The other fact is 
that the regional industry can not satisfy local demand therefore the share of imported goods is constantly 
increasing and there is a big need in a trusted supplier who can provide constant goods flow and same time 
guarantee their quality and stabile price level. Local Russian businesses are trying to find and attract such a 
supplier by offering new ideas and possibilities.  
One of these projects is to establish a Chinese Trade Centre in the Northwestern region of Russia that 
could act as a big trade fair and negotiation place for Chinese investors and suppliers of consumer goods.  
The idea was introduced by Russian entrepreneur Nikolay Zubkov, general manager of OAO ―1000 
Melochey‖, a wholesale and retail shop, owner of ZAO ―Stroydetal‖, a constructing materials base, and 
creator of NWCC, Northwestern Chinese Centre. Nikolay Zubkov plans to develop his business 
connections with Chinese business partners and therefore needs in accurate analysis of market situation in 
the Northwestern region of Russia to prepare a commercial offer for potential importers. 
The objective of this work was to find and characterize one of the best possible ways to enter the consumer 
goods‘ market in the Northwestern region of Russia, with a focus on Leningrad region and St. Petersburg, 
basing on the analysis of the possibilities and challenges for trade development of Chinese companies in 
this geographical region.  
In order to fulfil this task a number of electronic and literature resources were analysed. As a part of the 
research we have also participated in business negotiations together with Nikolay Zubkov while visiting 
three different Chinese Trade Centres in Kalmar, Sweden, in Kouvola, Finland and in The Hague, The 
Netherlands. 
Final results and recommendations include offering of a market entry mode and advises upon avoiding 
challenges and using main advantages of the region. The research can be used while creating a market 
entry strategy for Chinese business companies. 
Keywords 
Trade centre, consumer goods market, market entry method, market analysis. 
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1 INTRODUCTION 
 
The consumer goods from China are highly competitive in international markets; they 
win market shares thanks to such characteristics as low price, large variety and 
availability. But the problem of choosing the right country, suitable entry mode and 
finding the most preferable market niche remains vital to suppliers from China. The 
initiative may come from a foreign country, and this Thesis presents such an initiative 
from a Russian entrepreneur. 
Russia is Europe's largest consumer market; the disposable incomes of its population 
continue to rise (Rubinstein  2010), enlarging the size of its middle class.  According 
to the Annual Statistic Report of the country, Russia has a population of 141,9  million 
people (Annual Statistic Report  2010).  
Russia‘s primary import commodities include vehicles, industrial machinery, plastics, 
medicines, iron and steel, consumer goods, and meat (Russia Trade, Exports and 
Imports 2011). There are a lot of foreign players in the consumer market with very 
different characteristics and reputation. Suppliers from China represent a vast share of 
them. The choice of a Russian company as the local distribution agent is common, but 
not always leads to success as some business aspects remain undeveloped. For 
example, product quality management is not properly organised in such companies, 
which leads to a poor image of Chinese products in the Russian market. That shows a 
big need in making long-term relations with reliable suppliers from abroad based on 
proper marketing research and the right market entry strategy.  
The consumer goods market in the Northwestern region of Russian Federation is an 
attractive option for foreign investors and companies. It offers various possibilities for 
Chinese importers, because it is attractive from geographical, political, social, 
economical and technological points of view. The Northwestern federal and economic 
region is one of the twelve economic regions of Russia. It has a favourable geographic 
position close to Europe with a developed transport infrastructure and possibilities to 
use road, sea, air and railway traffic. The local government of the region creates a 
good climate for foreign investors and new importers.  The regional consumer market 
is populous with people‘s incomes higher than average over the country. The 
Northwestern economic region is considered to be one of the most economically 
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developed Russian regions that possess rich natural resources. It is important to note 
that the development is not equal in the different areas of the region; Leningrad region 
and St. Petersburg are traditionally named as the most perspective subjects in the 
North-West of Russia. According to market analytics (Vahrusheva 2010), Saint 
Petersburg is far ahead of the other Russian regions by development of the consumer 
market. The Leningrad Region has big share of natural resources and a good transport 
infrastructure. Therefore, this Thesis focuses on the most perspective areas for trade 
development, namely Leningrad Region and the federal city of St. Petersburg. 
Local Russian businesses are trying to find and attract such a supplier by offering new 
ideas and possibilities. One of these projects is to establish a Chinese Trade Centre in 
the Northwestern region of Russia that could act as a big trade fair and negotiation 
venue for Chinese investors and suppliers of consumer goods. This project is in the 
focus of the following research which answers the questions about the project‘s 
eligibility and its‘ possible obstacles. The analyses of both the internal and external 
business environment help to define the main advantages of establishing the Chinese 
Trade Centre in the chosen region involving a local partner. This work describes the 
actual situation in the consumer market of Northwestern Russia and gives suggestions 
upon entering into the market. 
1.1 Background of research 
 
This thesis studies the possibilities and challenges for Chinese businesses in the 
Russian consumer goods market and focuses on the finding the best possible way to 
enter into and stay in the market. This topic arises from the initiative of Nikolay 
Zubkov, a Russian entrepreneur, who plans to develop and strengthen his business 
relations with Chinese partners. Mr. Zubkov offered the author of this work to make 
market analysis and recommendations for Chinese suppliers and investors, so that the 
idea of creating a Chinese trade centre in Northwestern Russia will get its analytical 
base and look persuasive. The subject of this thesis is a very practical issue that is 
related also to the author‘s study experience in Shanghai, China concerning Chinese 
economics and culture.   This research is of a practical use for the company of Mr. 
Zubkov as they can help to create and develop operations of the Chinese companies in 
Russia and assume the potential demand for their products.  
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1.2 Purpose and tasks of research 
 
The purpose of this thesis is to find and characterize one of the best possible ways to 
enter into the consumer goods‘ market in the Northwestern region of Russia, focusing 
on Leningrad region, St. Petersburg, basing on the analysis of the possibilities and 
challenges for the commercial development of Chinese companies in this geographical 
region. 
The research questions are formulated as follows: 
 Why and how can the consumer goods‘ market in the Northwestern region of 
Russia can be a promising perspective for foreign suppliers? 
 What are the main possibilities and challenges for the commercial development 
of Chinese companies in the chosen market area? 
 What are the examples of Chinese suppliers‘ activity in the European consumer 
market? 
 How to enter into the Russian consumer goods market in the most effective and 
safest way?  
 How can an example of such market entry mode look like? 
1.3 Research Methodology and Structure 
 
The research was done by collecting and analyzing the information from the Internet, 
newspaper articles, books, commercial booklets and catalogues. As a part of working 
upon this bachelor thesis the author participated in business negotiations together with 
Nikolay Zubkov while visiting three different Chinese Trade Centres in Kalmar, 
Sweden, in Kouvola, Finland and in The Hague, The Netherlands. 
This work is a qualitative survey as it is based on the observation and analysis of 
various information sources. Qualitative research considers qualities or characteristics 
associated with people, places, organizations, situations or issues. Instead of numbers, 
it concentrates on such things as words and observations.  The methods chosen mainly 
include related literature reviews and market analysis methods. The observation and 
interviewing method was also used while visiting Chinese Trade Centres in Europe. 
6 
 
 
 
These methods allowed to collect and check the newest data available and create own 
suggestions and conclusions. In author‘s opinion, such methods suit well to this 
research, because the large number of different literature resources creates a full 
picture of the researched topic.  
The thesis is divided into six parts. The first part gives introduction to the work, 
explains the background, purpose and task of the research. 
A market entry mode is suggested and characterised in the second part, where the 
factors influencing its choice are also reviewed. 
The third part represents the analysis of the consumer goods market in Russia, giving 
the general characteristics of the region, describing the current situation in the market, 
targeting consumer group and how to approach it, and suggesting market niches and 
preferable product lines.  
The fourth part includes an analysis of the operating activities of the Chinese Trade 
Centres in Europe and tries to explain the reasons for their success or failure. 
The NWCC as a specific example and model of market entry mode for Chinese 
suppliers to the consumer goods market of Northwestern Russia is represented in the 
fifth chapter of the Thesis. 
Conclusions and recommendations are in the final part of the work, there the author 
will represent her ideas about possible way of entering into and staying in the Russian 
consumer goods market, using possibilities and solving or avoiding challenges in the 
chosen region. 
 
 
2 MARKET ENTRY MODE SELECTION 
2.1 Market entry modes overview 
 
Choosing right market entry mode is crucial for succeeding in the international market. 
There are a lot of factors that influence the trade abroad, it is very important to review 
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and analyze them and, basing on that research, define the proper market entry mode. 
Market entry strategy should be carefully planned and all the risks taken into account. 
Selecting the right entry mode is an important decision that demands a lot of resources 
and thorough planning (Puljeva, Widen 2007). 
An inappropriate entry mode may limit opportunities and strategic options that could 
have been open to the company and it can lead to high financial losses to the company 
or even exit from the foreign market (Nepomilueva  2010). 
Market entry mode answers the question: how should the company enter this market? 
According to Sandhusen (2000), a firm will, typically, begin with an exporting 
strategy during the first, international stage and then move to joint venture and direct 
ownership strategies during multinational and global stages of its development. 
These are the main market entry modes named by Sandhusen (2000): 
1. Exporting. The exporting firm markets its products to foreign customers 
either directly – through the firm‘s sales force located in the host or 
home country – or indirectly – through host country distributors. 
2. Joint ventures. This market entry mode may take different shapes, all of 
which have in common a partnership agreement between the exporting 
firm and a host-country company to combine some aspect of 
manufacture or marketing in order to share expertise, costs, and/or 
connections (Sandhusen 2000). Joint ventures include such formats as 
licensing, franchising, contract manufacturing, turnkey operations, joint 
ownership arrangements and strategic alliances. 
3. Full ownership arrangements. The exporter fully controls and 
implements global operations, with ownership of production, marketing 
and other facilities. 
Each entry strategy has its own pros and cons as it is represented below (See Figure 1): 
Entry mode type  Advantages  Disadvantages  
Indirect exporting   
• Cheap in establishment,  
• Minimal losses.  
 
• Low level of control,  
• Do not provide market 
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 knowledge,  
• Low profit,  
• Cannot provide product 
service.  
 
Direct exporting   
• Cheap in establishment 
compare to contractual or 
equity based modes,  
• Close relations with the 
customer,  
• Provide market and 
demand knowledge,  
• Higher profit than in 
indirect exporting.  
 
 
• Require physical 
distribution expertise,  
• Lower level of control 
compared to contractual 
or equity based modes.  
 
Contractual/equity based 
modes (licensing, 
franchising, joint venture)  
 
• Provides high level of 
control,  
• Close relations with the 
customer,  
• High market 
involvement,  
• High return on 
investment.  
 
 
• Expensive in 
establishment,  
• Require market and 
customer knowledge and 
expertise,  
• High risks of losses or 
failure.  
 
Full ownership 
arrangements 
• Provides freedom of 
action for the exporter 
 
• May result in great 
hostility from local 
governments 
 FIGURE 1. Advantages and disadvantages of market entry modes (Nepomilueva 
2010, Sandhusen 2000)  
 
 
 
2.2 Factors influencing market entry mode selection 
 
Market entry mode selection factors are various and complicated, they include 
internal and external factors classified in different marketing theories. 
2.2.1 ......................................................................................................... Internal Factors 
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Koch (2001) introduced a holistic model of the market and Market Entry Mode 
Selection process or MEMS. All factors proposed to influence the market/market 
entry mode selection process fall into three broad categories: external, internal and the 
mixed, internal/external category. They may also influence each other adding to 
complexity of the decision process (Puljeva, Wilden 2007). 
There are seven internal factors mentioned by Koch that influence the choice of entry 
mode: 
 Company size/resources 
According to Koch (2001) smaller companies usually have fewer market servicing 
options, as their limited own resources simply not allow, or discourage from, some 
market entry modes. The influence of company size on its freedom of choice in 
selecting market entry mode and their relevant preferences depends on industry-
specific resource demands for individual market entry modes (Puljeva, Wilden 2007). 
 Management risk attitudes 
This factor shows the level to which the company will accept various international 
business risks. It depends on the company‘s financial situation, it‘s strategic options, 
the competitiveness of it‘s competitive environment, its relevant experience etc (Koch 
2001). 
 Market share targets  
Market entry modes, which are believed to be most likely to deliver the desirable 
results within established planning periods, will be preferred (Koch 2001). 
 
 Profit targets 
According to Koch (2001) various market entry modes are likely to produce different 
levels of profit; equally importantly, the dynamics of profit generation of various 
modes will be very dissimilar. Some of them may show the profits immediately and 
the others may mean no profits for three-four years. A long decision horizon may 
prefer the latter; a short one will prefer the former (Puljeva, Wilden 2007). 
 Experience in using individual MEMS 
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The experience of a particular entry mode influences the decision through the entries. 
The decision is depending on the success rate and degree of the MEM when used in 
earlier market entries. 
 Management locus of control 
Koch (2001) states that strong internal, or external, loci of control are likely to 
considerably affect manager perceptions. If the decision is significantly influenced by 
a number of managers, we have a potentiality of locus of control discord; depending 
on its management style, the company will either disregard loci of control, which do 
not agree with the decision maker or undertake actions aimed at achieving perceptual 
consensus with regard to the situation at hand (Puljeva, Wilden 2007). 
 Calculation methods applied 
The broad alternatives of risk or benefit based calculation method and cost or control 
based calculation method are available also with regard to the market entry mode 
selection (Koch 2001). 
In addition to them Brassington and Pettitt (2000) bring forward two more internal 
factors as Speed and Payback. With payback the authors mean the time it takes for the 
company to create revenue from an investment in a new market that influences the 
company‘s choice of foreign market entry mode. The authors also state that speed 
means the time it takes to reach the target market (Puljeva, Widen 2007). Company 
size/resources limit the companies‘ possibilities to choose market entry modes which 
demands great financial resources, it also affects the management risk attitude toward 
being more risk averse. The companies also prefer using entry modes from which they 
have previous experience. The motive for engaging in internationalization is that the 
domestic market is insufficient due to the size and maturity (Puljeva, Wilden 2007). 
2.2.2 ........................................................................................................External Factors 
 
According to Koch (2001), there are also seven external factors influencing the choice 
of market entry mode.  
 Industry feasibility/viability of MEM 
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Some entry modes may be excluded by law in some countries; some of these 
exclusions may relate to selected industries considered to be of strategic significance 
for the state. Other entry modes like licensing may involve excessive know-how 
dissemination risk, particularly if the foreign country is not a signatory to the 
appropriate international conventions (Puljeva, Wilden 2007). 
 Market barriers 
Koch (2001) states that amongst barriers that can make access to foreign markets 
more difficult, the following categories are very important: tariff barriers, 
governmental regulations, distribution access, natural barriers (market success and 
customer allegiances), advanced versus developing countries and exit barriers. 
 Popularity of individual MEMs in the overseas market 
According to Koch (2001) some country markets may show a high popularity level for 
some modes of market entry with the industry in question. Selection of entry mode by 
new potential entrants will be influenced by the experience, degree of success of the 
former entrants and the anticipated product market situation (Puljeva, Wilden 2007). 
 Global management efficiency requirements 
Koch (2001) argues that the increasing involvement in international business may 
result in a redefinition of the company‘s global strategy due to limited resources of the 
company. Critical success factors and companies‘ core capabilities must be examined 
to find the optimal organizational structure and strategy to follow. 
 Image support requirements 
Image of an industry leader may increase company‘s role as global provider of newest 
technology and influence the relevant industry standards (Koch 2001). 
 
 Market growth rate 
If a market is growing at a fast rate, and this rate of growth does not see sustainable 
over several years, the company will be advised to tap into this opportunity without 
any delay and use indirect or direct exporting. If demand in a foreign market is 
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anticipated to be very large, but only in several years, establishing own 
manufacturing/marketing subsidiaries may be the best answer (Koch 2001). 
 Characteristics of the country business environment 
Similarity and volatility of general business regulation/practices, business 
infrastructure and supporting industries levels of development, forms, scope and 
intensity of competition, customer sophistication and customer protection legislation 
are amongst those characteristics which would normally attract the attention of 
potential entrants into a foreign market (Koch 2001). 
Industry feasibility/viability of MEM influences the choice of market entry mode 
when there is an interest of a market as the company will alter their market entry mode 
in order to avoid legal difficulties when trying to reach the market. Market barriers 
may force company to choose a specific market entry mode. Target country 
production factors can be overcome through effective implementation of well thought 
strategic plans, without affecting the company‘s choice of market entry mode. Finally 
the geographical distance influence on the choice of market entry mode decreases 
when the company‘s resources and knowledge increase (Puljeva, Wilden 2007). 
The following overview and analysis of Northwestern Russian consumer goods 
market will help to review more closely the external factors that may influence the 
choice of market entry mode.    
 
 
 
 
 
3  ANALYSIS OF THE CONSUMER GOODS MARKET IN 
NORTHWESTERNRUSSIA  
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The consumer goods market in Russia is the biggest one in Europe (Rubinstein  2010); 
it is also one of the most popular ones among the international business companies 
operating in Russia.  The Northwestern region of Russia is considered to be a great 
attraction for the importers due to its favourable geographical position, supportive 
regional politics and stabile population growth. The analysis of the current situation of 
the market as well as reviewing of a potential marketing mix will help us to define the 
possibilities and challenges in the chosen market for companies-importers. This is also 
a good tool to decide upon the most effective and safest market entry mode. 
3.1 Overview of Northwestern region of Russia 
 
The Northwestern Federal Region is one of the eight federal regions of Russia. It 
consists of the northern part of European Russia, the area comprising 1,677,900 km
2
 
and the population of 13,462,000 people with 82.4% of them is urban according to the 
Annual statistic report of Russia (Annual Statistic Report 2010). The region includes 1 
federal city of St. Petersburg, 1 national territory, 2 republics and 7 smaller regions 
(See Figure2).  
FIGURE 2. Northwestern federal region of Russia ((The Official Karelia 2010) 
With its Baltic port and proximity to Finland, this region and its chief city 
St. Petersburg have always been a Russian window on the west (University of 
Aberdeen 2010). It is considered to be one of the most economically developed and 
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attractive regions in Russia. The region attracts foreign students and tourists by it s 
vast possibilities and developed infrastructure. 
The transport infrastructure of Northwestern federal region is one of the advantages of 
the area. According to Elin, Chairman of the Board of Smart Logistic Group (Elin 
2009) Northwestern federal region represents a transport bridge connecting Russia and 
Europe; it is a link between Central and Eastern European markets, Commonwealth 
countries, Latvia, Lithuania and Estonia.  
The transport system of region provides connections outside and inside the region. 
The specific feature of this region is that there are situated most of the sea ports of the 
European part of Russia, Northern Sea trade way goes through the district, and a 
network of all kinds of transports is developed.  The length of railways is 13 000 km, 
highways – 110 000 km and inner waterways – 13 500 km. (See Figure 3 for 
comparison to the total Russian traffic infrastructure). 
Traffic 
Infrastructure 
Russian Federation 
(km) 
Northwestern 
federal region 
(km) 
Railways 87 000 13 000 
Highways 754 000 110 000 
Inner Waterways 102 000 13 500 
FIGURE 3. Operating length of transport network in Russia and Northwestern federal 
region (Annual Statistic Report 2008) 
 
It is worth mentioning that railways represent the most important logistic mean for 
transporting mass cargo in Russia due to its resistance to weather conditions and 
coordination alongside with the main transport – international and national economic 
connections. A specific feature of the railways network is that it is very uneven, 
mostly concentrated in the western part of the country where the railways have an 
average density of 7,74 km per 1000 km
2 
for federal region in general and 32,2 km per 
1000 km
2
 for St. Petersburg and Leningrad region. In comparison to East Siberia the 
density is 2,1 km per 1000 km
2
 and Far East region – 1,4 km per 1000 km2 (Cominfo 
Logistics Solutions 2009). 
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 Automobile transport is characterised by low cost-efficiency due to long distances 
and the absence of modern network of motorways. The sea and inner water transport 
is in its turn slower, the water ways do not follow the main transport connections, for 
example, the direction is mostly south-north instead of preferable east-west. 
Three international transport corridors going through Russia pass through 
Northwestern district ―North-South‖, ―Asia – Russia - Europe‖, ―Pan European 
corridor №9‖ (Elin 2009).   
There is a constant development of the transport network of a region: seaport with a 
container terminal was built in Ust-Luga, the proportion of highways and railways is 
increasing (Elin 2009).  
Northwestern region of Russia is the only one that is closely connected to Northern 
Europe and has a wide access to North Atlantics.  
The Leningrad Region and federal city of St. Petersburg are ones of the most 
developed economical areas in the Northwest of Russian Federation (Leningrad 
Region official web-site 2010); therefore the survey will be focused on these areas and 
their characteristics. 
3.1.1 ........................................................................................................Saint Petersburg 
 
Saint Petersburg has an area of 1439 km
2
; it is second by size city of Russian 
Federation. The city is well-known as ―Gate to Europe‖ due to a few specific 
characteristics. It is a strategic centre that is situated close to European Union, a 
number of motorways, sea and river ways as well as railways are crossing inside it. 
Saint Petersburg is an administrative centre of Northwestern federal region.  
Saint Petersburg possesses vast natural resources, developed industry, transport 
infrastructure and provides the connections of Russian Federation with neighbouring 
countries (Saint Petersburg official web-site 2010). 
The economy of Saint Petersburg is comprised of energy, water and gas production, 
processing industries, wholesale and retail trade, hotels and restaurants, agriculture, 
educational sphere, real estate sector, transport and communications, medical sphere, 
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fishery. These areas of economy remained same or developed as compare to previous 
2009 year. Such areas as constructing and mining grew much less (Appendix 2). 
The city produces among others also transport vehicles, metal and metallic goods, 
machinery and equipment, electrical equipment, food products, chemicals, leather and 
leather clothes, shoes. 
Sales volume of retail trade was 99, 2 milliards of roubles for January-February 2010, 
78% of it is made by trade chains of supermarkets. 55% of sales volume is made by 
consumer goods trade related to non-food products. 
Saint Petersburg offers a big consumer market of 4 611 thousands of people. 
The demographic situation is improved since last year, natural loss of population is -
4,6 per 1000 people according to January, 2010 in comparison to -5,2 in 2009. 
The unemployment rate is just 1,1% of the working population, this is in 2,5 times 
lower than average in Russia and the lowest indicator in Northwestern federal region. 
3.1.2 ...................................................................................................... Leningrad region 
 
Leningrad region, with a population of 1.631 894 , which is 1,15% of total population 
of Russian Federation according to Ulanov (2009), is another huge area covering 
83,900 km
2
 surrounding St. Petersburg. The most populated are regions close to St. 
Petersburg; the least populated are eastern regions. There are 31 towns and 32 villages 
in Leningrad region, the most populous town is Gatchina (89 900 people). 
The region stretches from the Finnish border in the northwest to Estonia in the 
southwest, and has 330 kilometres of coastline, with several natural bays and ports. It 
is rich in natural resources and has a varied industrial and agricultural base closely 
linked to that of St. Petersburg.  
The transport network is well developed in the region as a consequence of being in a 
neighbourhood of St. Petersburg. The length of railways is more than 3000 km, the 
density of railway network is 33 km per 1000 km
2
, and freight turnover is more than 
100 mln. tonnes per year, the length of motorways of the region is 22 515 km.  
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The main railways are include St. Petersburg – Moscow, St. Petersburg  - Pskov, St. 
Petersburg  - Helsinki, St. Petersburg  - Petrozavodsk, St. Petersburg  - Vologda, St. 
Petersburg  - Dno, St. Petersburg  - Sortavala and Mga – Tallinn lines. 
Sea transport is very important for the development of international trade; there are a 
number of seaports in Leningrad region that develop very actively these days: Ust-
Luga, Primorsk, Vyborg and Vysock. The length of navigable river and lake routes is 
2,054 miles. The main rivers of the area - Neva, Svir, Volkhov – are navigable 
throughout, as well as rivers Plyussa, Meadows, Says, Pasha, Oyat and Vuoksa – that 
are navigable in some areas. There are major areas of the Volga-Baltic and White Sea-
Baltic waterways in Leningrad Region.  
Air freight is carried out through the airport "Pulkovo", located in the suburbs of St. 
Petersburg. 
The possibility of unification of St. Petersburg and Leningrad region is actively 
discussed. 
The demographic situation in Leningrad Region reflects the impact of recent several 
economic crises, the mortality rate exceeds the birth rate, and the crude death rate for 
2009 is 17% and crude birth rate 9%. However, thanks to sustainable government 
politics in the sphere of demography nowadays the population growth in Leningrad 
region is rising. According to recent demographic statistics, 52 thousands of people 
were born in 2009 in St. Petersburg that is 4,5 thousands of people more than in 2008. 
15,1 thousand of people were born in Leningrad region in 2009 that is 0,8 thousands 
of people more than in 2008. The birth dynamics is positive and the general figure for 
amount of births rose by 9% in St. Petersburg and by 5% in Leningrad Region.  
The amount of working population is 45% of total regional population (734 352 
people), 39% of them work in industrial companies, 34% - in a service sector, 18% in 
agricultural sphere and 9% in transport companies. The average income of the 
regional population is middle and low. Average monthly wages by industry (currency 
exchange rate by Central Bank of Russia according to 21.12.2010): 
Industry Sector St. Petersburg (in roubles) Leningrad region (in 
roubles) 
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Producing and Processing  24224 (598,1€) 21350 (527,1€) 
Agriculture 24786 (612€) 14573 (360€) 
Service 19819 (489,3€) 12284 (303,3€) 
Transport 26166 (646€) 21528 (531,5€) 
The minimum average monthly living wage in Russia for the second quarter of 2010 
equals to 5625 roubles (138,8 euro). Living wage is a term used to describe the 
minimum hourly wage necessary for an individual to meet basic needs, including 
shelter , housing, and other incidentals such as clothing and nutrition, for an extended 
period of time or a lifetime. In this case living wage includes food, consumer goods 
and services, necessary fees and taxes (Solidarnost 2010). According to the 
information on average wage in Leningrad Region we can say that it exceed the 
minimum average monthly living wage, therefore working consumers belong mostly 
to a group with average income. 
The Leningrad Region is known for its politics towards attraction of foreign 
investments. U.S. Commercial Service (2003) states that the region was recognized 
for sustained efforts attracting investments and stable political and social conditions. 
During the first three months of 2002, it demonstrated 30% industrial growth, largely 
due to foreign investment. The region was the first region in Northwest Russia to 
adopt its own investment legislation. The law, adopted in 1997, attracted a number of 
foreign companies such as Caterpillar, Philip Morris, Standard Commercial Corp., 
International Paper and Ford Motor Company to the region. In December 1999, 
Leningrad region amended the previous investment legislation, providing many new 
concessions that resulted from discussions with international companies operating in 
St. Petersburg and the region (U.S. Commercial Service 2003).  
The investment climate is favourable for foreign companies. The local government 
also strongly supports investors' rights in cases of disputes with federal government 
agencies. Leningrad Region development is stable and continues to increase in spite of 
recent financial crisis. Preliminary results of the Leningrad region in 2009 showed that 
the region could not only withstand the global financial crisis, but also continue active 
development: virtually all economic indicators exceed the corresponding ones of the 
last year (Leningrad Region official web-site 2009). 
19 
 
 
 
The state of regional economics can be analysed through reviewing such indicators as 
GRP and condition of main economical industries. General Regional Product (GRP) is 
a significant value showing the development of regional economics. Similar to GDP, 
GRP is defined as the market value of all final goods and services produced within a 
metropolitan area in a given period of time. 
As for 2009, according to BaltInfo information agency (Baltinfo 2009), St. Petersburg 
GRP equals to 1467.1 mlrd. of roubles (36,2 millions of euro), GRP per person 
318000 of roubles (7851,8 euro) and Leningrad Region owns GRP of 312405.0 mlrd. 
of roubles (7,7 mlrd. of euro).  
The economy of the Leningrad region is made up of: 
 processing industries — 27,3 % 
 transport and connection — 15,1 % 
 wholesale and retail trade; repair and maintenance of transport vehicles, home 
appliances and other consumer goods — 11,8 % 
 construction — 12,7 % 
 agriculture, hunting and forestry — 8,3 % 
The most developed spheres of industry are food and tobacco industry (29,1%), 
automotive and machinery industry (12,1%), coke and petrochemical industry (11,3%), 
pulp and paper production, publishing and printing (11,1%). 
According to official review of Leningrad Region (Leningrad Region official web-site 
2010) the economy of the region relies heavily on its natural resources of granite, sand, 
clay, limestone, combustible shale, bauxite, peat, and phosphates, which are used in 
the construction industry, chemical production and peat production. Twenty percent of 
the region's industrial production is derived from the forestry industry, wood 
processing and cellulose and paper industries. The local pulp and paper mills account 
for 8% of the paper and 14% of the cardboard produced in Russia. Nearly 80% of the 
region's production is oriented towards regional and domestic needs. 
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The following products are made in Leningrad region (the production share according 
to overall production in Russian Federation): tea – 38,8%, cigarettes – 15,1%, carton – 
14,8%, paper – 12,5%, pulp – 8,9%, cars – 5,3%, primary oil refining – 9,1%.  
The development of the region is in a strong dependence on state support and foreign 
investors. 
The light industry in region suffers from lack of government support and orientation 
towards import, the salary level is very low on such factories and it makes very 
unpopular working sector. 
Import of cheap goods from China is much easier to implement than reinstall the new 
equipment in the textile and other factories. As example, the fabrics made by 
Uzbekistan and Turkmenistan are even cheaper then cotton itself, so the import of 
ready goods prevails over import and processing of raw materials (cotton). 
The domestic production makes just 20% of total consumer goods circulating in 
Russia (Ulanov 2010). Almost 62% of imported consumer goods are imported 
illegally. 
There is a large share of consumer goods import nowadays in Russia in spite of 
increasing government support and national strategic programmes for development of 
domestic light industry. The real figures for 2009: just 117 from total 14 000 of 
working light industry companies got subsidies from the state in 2009. The budget for 
2010 defines 320 mln. roubles for subsidizing the domestic textile companies and 200 
mln. roubles as a support for payment the loans. 
The general annual volume of investments comprises just 12-15 mlrd. of roubles 
(compare to 9 mlrd. of dollars in China).  
 Gurvich (Gurvich 2010) states that there is also no modern chemical base for 
production of chemical fabrics; the base that belonged to Soviet Union remained in 
Belarus. That‘s why there is a big demand for importing ready products from the 
countries which can provide them in necessary amounts and for reasonable price. 
Currently Russian Federation produces 2,5 mlrd of fabrics annually (compare to 12 
milliards of meters in Soviet Union). 
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As for the pulp and paper industry, it shows also low results due to the impact of crisis 
and ineffective management (Evplanov 2010a).  The cost of goods produced is very 
low, but it doesn‘t bring the products competitive advantage on the modern pulp and 
paper market. The main reasons are high production waste, old equipment, insufficient 
investments. The advantage given by the low cost of production slowly disappears. 
There is a big need in special programme offering efficient measures for improving 
current situation in this sphere of industry. 
Baranovskaya in her review of car market (Baranovskaya 2010) mentions that the 
market of foreign cars is slowly getting back to figures before crisis, there were sold 
746,8 thousands of foreign cars in Russia for January-August 2010. This number is on 
8% more than in 2009, but still on 47,9% less than in 2008. 
Export regulations have big impact on international goods flow; the facilitation of the 
customs procedures attracts more and more companies to the region.  
Measures aimed at improving the export regulations, the total exports high-tech 
products account for no more than 7%, and the requirements of currency and export 
control are forcing manufacturers have a large staff of administrative personnel, which 
reduces their competitiveness. But the situation will change: for example, has reduced 
the number of documents submitted and in the future will bring the number to 3-4. In 
fact, we are talking about creating a "green corridor" for the high-tech goods. 
Among the priorities - the simplification of customs administration, improvement of 
procedures currency and export control, the access of small business to a simplified 
formality scheme, the possibility of temporary import and export of specimens and 
equipment required for testing. 
Also by 2012, it is planned to introduce the possibility of electronic filing of customs 
declarations, and in the longer term - the principle of "one window" (Evplanov 2010b). 
Zubkov (2010) states that there is certain number of problems including transport and 
custom formalities issues that an importer may meet while entering and developing on 
the market. 
1) The market of consumption goods in Saint-Petersburg has a wide variety of 
Chinese goods, with European, Russian and Chinese brands as well. Moreover 
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some kinds of those goods meet sales problems on market, cause of luck of 
demand. 
2) The imported goods from China mostly weren‘t delivered with necessary 
customs formalities done. That‘s why they are of a high competitive value 
towards goods imported with all formalities done. 
3) The Russian sales companies don‘t cooperate with each other in trade by 
Chinese goods. The business processes of promotion of goods are not 
organized.  
4) For the purpose to get a position on the household-building, jewelry, clothes 
and other consumer goods markets we need certain advantages. 
5) One of the problems is that there is a stereotype among some buyers about 
Chinese goods as cheap and of a bad quality. 
6) Small and medium-size consumer goods belonging to average price category 
may not bring profit due to big transportation costs. 
In order to define the degree of risks for entering Russian market of consumer goods 
we implemented PESTEL – Analysis that describe local environmental factors and 
estimate them. 
 
 
3.2 PESTEL-Analysis of Leningrad Region, Russia 
 
PEST analysis stands for "Political, Economic, Social, Technological, Environmental 
and Legal analysis" and describes a framework of macro-environmental factors used 
in the environmental scanning component of strategic management (Ulanov 2010). 
Political factors describe how and to what degree a government intervenes in the 
economy. Political factors include areas such as tax policy, labour law, environmental 
law, trade restrictions, tariffs, and political stability. Political factors may also include 
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goods and services which the government wants to provide or be provided (merit 
goods) and those that the government does not want to be provided (demerit goods or 
merit bads). Government influence is strong in the health, education, and 
infrastructure of a nation, it is especially important for international trade. The 
specifications of the government activities in Leningrad Region include: 
- Right to make contracts with foreign companies 
- Favourable politics towards import of High-Tech products 
- Taxation Policy 
- Import quotas 
The influence of political factor in relation towards consumer goods market is 
favourable towards import of consumer goods from China. However, it is worth to 
mention that it is necessary to have a local agent/official representative who could 
negotiate with regional government and facilitate the activities of the company. 
Economic factors include economic growth, interest rates, exchange rates and the 
inflation rate. These factors have major impacts on how businesses operate and make 
decisions. It is essential to know how economic factors affect consumers‘ spending.  
- National income distribution makes Chinese goods look preferable for 
buying. Per-capita income is the numerical quotient of national 
production by population, in monetary terms. Per-capita income has 
risen by 18,5% in comparison to last year and makes now 14 386 
roubles (Delovoy Peterburg 2010). 
- Business Cycles characterized by patterns of prosperity, recession, 
depression and recovery that define consumer buying behaviour. 
Current business cycle of consumer goods market in Russia is on a 
stage of recession after recent crisis, natural disasters (forest fires). 
Recession means less discretionary income and therefore consumers 
buy basic, functional products with low price tags. With the 
strengthening of recovery the consumers will spend money on more 
pricey goods and services. 
- Inflation devalues value of money reducing number of products that 
consumers can buy. One of most common buyer patterns while the 
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inflation is high is to buy now in anticipation of increasing prices. We 
can say that this trend is truth regarding the market of consumer goods 
in Russia. The inflation is around 7% since the beginning of 2010 in 
Russia (Infomir 2010). 
- Unemployment can also affect purchasing ability of the consumers. The 
unemployment level has fallen by 0,4 points since 01.08.2010 in 
Leningrad Region and comprised 0,79% of population in working age.  
Leningrad Region is on the second place among the regions with the 
lowest unemployment rate in Northwestern region of Russia. The 
average unemployment rate in Russia is 2,4% of population in working 
age (Leningrad Region official web-site 2010). 
- There were 385 000 people employed in big and medium-size 
enterprises by June 2010. The majority of employees work in 
processing industry – 86,8 thousands (22,6%), 49,3 thousands in 
education (12,8%), 39,1 thousands in social and health care (10,2%). 
The economical factor shows that cheaper consumer goods with good quality level 
and right promotional strategy will be popular in the north-west of Russia. The 
consumers have ability to buy them and the demand will grow with the time when the 
reputation of the company will be established. 
Social factors include the cultural aspects and include health consciousness, 
population growth rate, age distribution, career attitudes and emphasis on safety. 
Trends in social factors affect the demand for a company's products and how that 
company operates. Social classes bring their differences: members of a certain social 
class show distinct product and brand preferences in different categories of goods. 
Here are some important factors related to Northwestern region of Russia: 
- Cultural aspects can play great role as there is generally negative 
attitude towards Chinese goods caused by low trust in their quality. 
Branding in Russia 
-  Population growth 1.631 894 or 1,15% of total population of Russian 
Federation (Ulanov 2009), the mortality rate exceeds the birth rate, the 
crude death rate for 2009 is 17% and crude birth rate 9%. However, 
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thanks to sustainable government politics in the sphere of demography 
nowadays the population growth in Leningrad region is improving. 
45% of population is in working age. 
 Technological factors include technological aspects such as research and 
development activity, automation, technology incentives and the rate of 
technological change. They can determine barriers to entry, minimum efficient 
production level and influence outsourcing decisions. Furthermore, 
technological shifts can affect costs, quality, and lead to innovation. This 
factor doesn‘t influence a lot the trade of consumer goods, but it can be 
important in case the trade sides will agree to represent High-Tech products in 
the Chinese Trade Centre. 
Environmental factors include ecological and environmental aspects such as weather, 
climate, and climate change, which may especially affect industries such as tourism, 
farming, and insurance. These factors affect the operation of the companies and the 
production ways. As for North-West of Russia following changes can influence 
importing goods from China: 
- Tax for large-distances ships is possible 
- Northern sea way as an advantage 
Legal factors include discrimination law, consumer law, antitrust law, employment 
law, and health and safety law. These factors can affect how a company operates, its 
costs, and the demand for its products. 
Social, political and legal factors make the biggest influence on the trade 
development in Russian consumer goods market. They are most likely to 
change and quite unstable. Try to shape the external environment in their 
favour. Non conformance with legislative obligations can lead to sanctions 
such as fines, adverse publicity and imprisonment. Ineffective voluntary codes 
and practices will often lead to governments introducing legislation to regulate 
the activities covered by the codes and practices.  Legal factors are important 
as organisations have to work within legislative frameworks. Legislation can 
hinder business by placing onerous obligations on organisations. On the other 
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hand legislation can create market conditions that benefit business. In 
summary organisations must be able to offer products and services that aim to 
complement and benefit people‘s lifestyle and behaviour. If organisations do 
not respond to changes in society they will lose market share and demand for 
their product or service. 
According to PESTEL-Analysis we can make a conclusion that the factors influencing 
consumer goods trade in Northwestern region of Russia are favourable, special 
attention should be put towards Political, Economical and Social factors as the main 
facts on which depends the success of business. There is a big need in having local 
partner or distributor who can provide the connections with regional government and 
potential customers. 
However PESTEL-Analysis gives just general picture of the factors that could 
influence market entry. This is the main reason why we also used in our research 
Porter's Five Forces Analysis. It helps to estimate the profitability of consumer goods 
industry which is the main focus for Chinese businessmen in the north-west of Russia.  
3.3 PORTER‘S Five Forces Analysis 
 
The consumer goods market has undergone some changes since the economic crisis of 
2008, the sales volume of consumer goods went down as a result of lower people‘s 
income. The consumer goods turnover in 2009 in St. Petersburg was 584.3 billion 
roubles, which is by marketable weight 9,4% less than in 2008, in the Leningrad 
region the same figure was 131.5 billion roubles, which was 2.3% less than in 2008. 
In St. Petersburg 76% of the volume of consumer goods was sold through a network 
of large commercial enterprises. Share of trade chains in retail trade makes 50,8% in 
comparison to 22% in Moscow and 28,1% as average in Russian regions(Vahrusheva, 
2010). In the Leningrad Region share of these enterprises accounted for 33% of retail 
turnover. The amount of networks of big trading companies for 1.01.2009 is 318 and 
it has increased by 1/3 for 2 years. There are 39 shops belonging to company 
―Pyaterochka‖, 27 of ―Diksi‖, 13 of ―Nahodka‖, 11 of ―Polushka‖ and some others. 
27 
 
 
 
There were opened 43 new shops belonging to big trade chains in 2009. (Leningrad 
Region official web-site 2010). 
The competitive structure of an industry can be analysed using Porter's Five Forces 
Analysis. 
According to Porter (1980), the likelihood of firms making profits in a given industry 
depends on five factors (Oxford University Press 2010): 
1. The likelihood of a new entry i.e. the extent to which barriers to entry exist. 
The more difficult it is for other firms to enter into a market the more likely it is that 
the existing firms can make relatively high profits. 
As for the current case, the likelihood of entering the consumer market in Leningrad 
region and Saint Petersburg is lower due to several reasons. Firstly, the entry costs are 
high, because a heavy investment is required in marketing and equipment. There is a 
great need for professional market research, creating brand awareness, leading a 
proper advertising campaign and organizing the place and infrastructure of the 
Chinese Centre in the Leningrad region.  
Secondly, there are major advantages to firms that have been operating in the industry 
already in terms of their experience and understanding of how the market works, 
which is known as the "learning effect". This is particularly true of the Russian market 
where the personal connections make the base for business development and 
approaching new customers and partners. 
Thirdly, there are no obstacles that could be put by local government in order to 
prevent the market entry by a foreign company or supplier. In the Leningrad Region, 
the local government has the right to implement international and foreign economic 
relations with subjects of foreign states, as well as to participate in the activities of 
international organizations within the bodies set up specifically for this purpose. The 
Leningrad region, with the consent of the Government of the Russian Federation has 
the right to exercise such ties with the authorities of foreign states (Leningrad Region 
official web-site 2010). 
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Next issue is that the existing brands of consumer goods, except for a few rare 
examples, do not have a high level of loyalty.   
The last aspect is the question over control of the supplies. E.g. entering in the 
diamond industry might be difficult because the majority of the known sources of 
diamonds are controlled by companies such as De Beers. In this case the control over 
suppliers will simply belong to the Chinese Trade Centre and it will bring a great 
advantage to it. 
Thus, the barriers to entry are relatively low and it is not so hard to overcome them, 
especially with the help of local partners. 
However, it is important to remember that the existing firms may react aggressively to 
any new entrant e.g. with a price war.  The competition is tough in the region; trade 
chains have their own established business networks with suppliers. 
2. The power of buyers  
The stronger the power of buyers in an industry the more likely it is that they will be 
able to force down prices and reduce the profits of firms that provide the product.  
Buyer power is high in Northwestern Russian consumer goods market, because there 
are a few, big buyers so each one is very important to the firm. Although this factor is 
in a high dependence on promotional campaign of the Chinese Trade Centre, in case 
there are more buyers who will join the business relations, buyer power will not 
become a significant factor.  
The potential buyers can also easily switch to other providers due to the fact that there 
are a lot of competitors in the area of consumer goods trade. That means that the 
supplier needs not only to provide a high quality service at a good price, but also make 
special offers in order to attract attention.  
The power of buyers is a manageable factor that could be control through careful 
management and establishing business connections so that it will not reduce the 
profits of a company-supplier.  
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3. The power of suppliers 
The stronger the power of suppliers in an industry the more difficult it is for firms 
within that sector to make a profit because suppliers can determine the terms and 
conditions on which business is conducted.  
Suppliers are not powerful on chosen consumer goods market. There are a big number 
of suppliers from China, who would find it‘s a great alternative to enter Russian 
market of consumer goods. Switching to another supplier is not difficult and/or 
expensive, because there is a big offer in China and it wouldn‘t be hard to change 
suppliers. The suppliers are represented by small and medium-sized companies, so 
they can‘t be powerful enough to threaten to buy the existing firms or create a strong 
negotiating position. 
The power of suppliers is weak and it gives good advantage for entering the market. 
4. The degree of rivalry 
This measures the degree of competition between existing firms. The higher the 
degree of rivalry the more difficult it is for existing firms to generate high profits.  
Rivalry is high on Northwestern consumer goods market of Russia, because there are 
a large number of similar sized firms, rather than a few dominant firms, all competing 
with each other for customers.  
The costs of leaving the industry are also high, particularly for a new project of 
Chinese Trade Centre, as of high levels of investment. This means that it has to fight 
hard to survive because it is not easy to transfer company‘s resources elsewhere. 
High competition and struggle to win sales share is also caused by low level of 
capacity utilisation in the area of selling building materials and goods.   
The market of consumer goods in Russian North-West is shrinking so firms are 
fighting for their share of falling sales. This struggle became stronger with lowering of 
the demand after the economical crisis and consumers‘ tendency to buy cheaper goods. 
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There is also a little brand loyalty so customers are likely to switch easily between 
products; the consumer goods have generally very wide variety. 
All the facts say that the industry of consumer goods in Russia is characterized by 
high competitiveness, which should be note while creating a market entry strategy. 
5. The substitute threat  
This factor shows how easy it is for buyers to switch to another product that does the 
same thing e.g. aluminium cans rather than glass or plastic bottles. The ease of 
switching depends on costs that could occur and perception of different alternatives by 
customers.  
The substitute threat is generally very high on the consumer goods market due to the 
products characteristics. Price, package, branding, delivering system, and advertising 
can influence choice of product. The consumer loyalty is low, it is very to switch to 
another products belonging to general consumer goods category as they possess no 
special features. 
Using Porter's analysis firms are likely to generate higher returns if the industry is 
difficult to enter, there is limited rivalry, buyers are relatively weak, suppliers are 
relatively weak, and there are few substitutes.  
The implication of Porter's analysis for managers is that they should examine these 
five factors before choosing an industry to move into. They should also consider ways 
of changing the five factors to make them more favourable.  
The industry of consumer goods in the North-West of Russia presents challenging, but 
perspective environment for trade development. Not all the factors according to 
Porter‘s Analysis are favourable for the companies that enter the market. The barriers 
to entry are relatively low and it is not so hard to overcome them, especially with the 
help of local partner. The power of buyers is also relatively low and can be manage in 
a way so that it will not reduce the profits of a firm. The power of suppliers is weak 
and it gives good advantage for entering the market. All the facts say that the industry 
of consumer goods in Russia is characterized by high competitiveness. The substitute 
threat is very high on the consumer goods market due to the products characteristics. 
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There are just two factors that assist in generating higher returns: low power of buyers 
and suppliers. But it doesn‘t mean that it isn‘t possible to change the other factors or 
use them in a suitable way.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
4 CHINESE TRADE CENTRES IN EUROPE 
 
Chinese trade organizations show great interest in entering world markets, the main 
motivation is to expand overseas market share and acquire new technologies (Lu 
Haoting 2009). Market entry modes chosen by Chinese business companies vary from 
Overseas Direct Investments to Merger and Acquisition. Their share has always been 
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low in Europe, but it stated to grow triggered by economic crises in 2008 (Chatham 
House 2009).  
The first step made in that direction was investment into sinking economics of Greece, 
Italy, Spain and Ireland. China bought parts of state‘s debts, purchased $625 million in 
Spanish debt. These investments help China to mild pressure on their national 
currency, promote the interest of their companies abroad. Seaports of Greece and Italy 
are the gates to Europe for China, therefore certain efforts are focused on getting share 
in them by Chinese companies. Cosco, Chinese logistics company, expands now 
Italian port of Naples. HNA, a logistics, transportation and tourism group based in 
Hainan Province, China, is in talks to build a giant air terminal north of Rome for 
cargo arriving from China.  One of these projects is also a plan to build Chinese Trade 
Centre in Athlone, Ireland (Alderman 2010). 
Chinese Trade Centres in Europe represent examples of market entry modes chosen 
by Chinese traders. Nowadays there is a significant number of Chinese Centers 
created for economical, scientific and cultural cooperation all over the world in Brazil, 
Indonesia, Singapore, Iran, USA, UK, etc. Europe is also an attractive platform for 
activities of those centers; therefore there are Chinese Trade Centres in a number of 
European countries including Hungary, Poland, UK, France, Belgium etc. 
The general model for Chinese Centers is copied from the model of Yiwu consumer 
goods market located in province Zhejiang, PRC (Yiwu International Commodities 
Fair 2010). 
The common characteristics of the Chinese Trade Centres in Europe:  
  1) The Centers are created by private Chinese businesses with the help of local 
regional governments. 
  2)  The main role in the operation of the Centers belongs to the small-and medium-
size business companies. The trade is leading by businessmen on their own risk 
without certain guarantees, but with special discounts and organizational support from 
the Centers as a main platform of business activities.  
3) The main services of the Centers include renting of trade areas and warehouses, 
providing accommodation for Chinese salespersons, exhibition space for combination 
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of goods, logistics services, dealing with custom‘s formalities, translating services, 
promotion and so on. So the analyzed Centers mostly act as wholesale and retail 
markets with other important regulating functions added. 
 4)   The main resources of goods flow is Taiwan and Shanghai region: Yiwu, Ningbo, 
and Hangzhou.   
 5)  The Centers promote the products of Chinese industry, science, culture, medicine, 
so that they participate in cultural cooperation. As a rule the Chinese Centers include 
exhibition areas and exhibition complexes.   
At the moment more than 10 international Chinese wholesale centers resembling 
analogical market in Yiwu create a big international net of consumer goods markets.  
European countries attract attention of Chinese businesses by their vast possibilities 
and rich consumers. The efforts done by Chinese businessmen who focus on winning 
a share of European market are enormous. However some of the Chinese projects in 
Europe are not as successful as it could be expected, the organizers couldn‘t find 
customers and develop their trade, and as a consequence bankruptcy was announced, 
examples are Chinese Trade Centres in Finland, Sweden and The Netherlands). It is 
quite important to review the activity of some European centres and analyze their 
success or failure as it could help to choose the safest and effective market entry mode 
and avoid same mistakes. 
4.1 Trial-and-error projects 
 
Not all of Chinese centers are successful due to a number of reasons including recent 
economical crisis of 2007; dependence on political intrigues (Savkin 2010); absence 
of close connections with local partners, as a consequence the goods and ways to sell 
them are not adapted to European culture; low-effective marketing politics, the centers 
failed to attract wholesalers and were acting as a base for small retail shops (Helsingin 
Sanomat 2008), bad image of ―Chinese quality‖ is hard to overcome without right 
marketing politics and established partnerships (Muromtseva, Evtushenko 2008); 
cultural differences, lack of experience in international brand management and weak 
innovative capability (Nicolas 2009).  
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Chinese Centre in Sweden 
Chinese Centre in Kalmar, Sweden, is an example of a European market entry mode 
implemented by Chinese entrepreneurs. City of Kalmar in Sweden attracted Chinese 
businesses by its favorable geographic position on the Baltic Sea in southern part of 
Sweden with good connections to Berlin, London and St. Petersburg. The city has low 
corporate costs and local government supports eagerly international business 
connections (Kalmar region 2009). 
Chinese company Funerdun founded China Europe Business and Exhibition Center, 
CEBEK in 2007 in Kalmar, Sweden applying the model of Yiwu market. The 
wholesale centre Sweden Chinese Commodity Wholesale Market, SCCWM was also 
founded in 2008. Company Funerdun has bought the area of about 150,000m
2
 for the 
trade centre, 80000m
2
 of which were planned to be occupied with the wholesalers. On 
the first stage - for April 2008 – the Wholesale Centre occupied 21,000m2 (The Local 
Swedish News 2007). 
There were 1100 of small-sized business companies, which participated in activities of 
SCCWM. The organizers were represented by nearly 20 study and scientific 
organizations of China and Sweden. Altogether with the trade organization, they were 
solving the problems on accommodation of Chinese employees. 1400 flats were 
planned to be built for the investors from China, also in plans were hotels, restaurants, 
etc. 
The project‘s forecast was about 2,000 of wholesales buyers in a day and about 
several 100,000 buyers in a year (The Local Swedish News 2007).   
  The focus of the creators of the Centre was to join the countries of Europe, 
Scandinavia, Baltic‘s and North-West of Russia with total amount of population about 
2,6 milliards of people to the project. The other aim was also to create a kind of 
Chinese community in Sweden (Palmgren 2007).  
According to The Local Swedish News in English (2007) minor scandals have dogged 
the project from the beginning. In addition to delays, the Chinese construction workers 
were not paid their wages and safety regulations were not initially followed at the site. 
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Fanerdun's chief executive, Jingxing Luo, also promised Chinese investors both work 
and residency permits if they signed on to the project – a claim Swedish authority 
immediately denied (The Local Swedish News 2010).  
The project didn‘t succeed in spite of enormous investments and efforts from the 
Chinese side. No customers were attracted by Chinese goods, problems with safety 
regulations and arranging of residence permissions for Chinese workers occurred, and 
Fanerdun declared bankruptcy in 2009 (Mong 2010). 
The choice of Kalmar city appeared to be not so wise. Transport infrastructure didn‘t 
suit for a project at such scale, luck of marketing research of a chosen area and 
careless relation towards European working and safety regulations led to failure of the 
whole deal. 
4.1.1 ........................................................................................ Chinese Centre in Finland 
 
The Chinese Centre in Kouvola, Finland - Nordic China Center, NCC created in 
September, 2007, was also oriented on the supply of goods to the Scandinavia and EU, 
and later to the North-West of Russia. This project was supported by administration of 
Kouvola and also by official and private organizations of China from Wanzhou, city-
partner of Kouvola. The owners of Kouvola‘s China Center are Jiazhu Wang, a 
Chinese businessman, and his company Nordic Finland Investment Oy (Helsingin 
Sanomat 2007). 
Kouvola, Finland has a good position for goods transportation and the regional 
government support also made its impact on attracting Chinese businesses in the 
project. There is a big railway and logistics complex created in Kouvola, which 
provides the accepting of containers with the goods from China. According to plans 
the goods should have arrived by railways through Russia or by seaway.  
The developing NCC Company was one of the parts inside the project Innorail, which 
was started by the initiative of Kouvola administration. The focus of this project was 
to make this Centre perform as an international logistics centre as convenient and 
effective connection between Europe and China (Helsingin Sanomat 2007).  
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However planned wholesale trade centre has mainly remained as collection of small 
retail shops (Helsingin Sanomat International Edition, 2008). Further on the problems 
with Finnish government authorities occurred, caused by illegal enter of Chinese 
workers to Finland, the activities of the Centre were finished and finally it stopped its 
operation totally.  
The new Finnish Chinese Trade Centre, FCC is constructed in Vantaa, Finland. The 
plans for Vantaa‘s China Centre included exhibition, congress, and office space, and a 
hotel. The venue includes sales offices of Chinese companies as well as a point of 
support for their European operations, which benefit greatly from the proximity of 
good flight connections (Finnish China Centre 2010). 
4.1.2 .......................................................................... Chinese Centre in The Netherlands 
 
The Chinese Centre in Hague was named European Chinese Trade Centre, ECTC. It 
was founded in March 2008 and included 33,000m
2
, 9,000m
2
 of which were 
exhibitions area, 10,000m
2
 - city market. The volume of investments was 12 millions 
of euro. The Netherlands were chosen as a country with developed logistics network, 
the politics of regional government was also very supportive, 1,5 millions of euro 
were given as a loan by city municipality for this project. The Europe China Trade 
Centre or ECTC opened its doors in April 2009 (Europe China Trade Centre 2010).  
The idea was that 200 to 300 Chinese manufacturers would open an office there but 
only about 19 actually did so. Besides of lack of customers and partners, there were 
problems with safety regulations for Chinese workers constructing the centre. As a 
result of these problems The Chinese trade centre in The Hague, the Europe China 
Trade Centre has been declared bankrupt (The Hague web-site 2010).  
4.1.3 ..........................................................................................Chinese Centre in Russia 
 
Chinese Business Centre Park Huamin is being created in Moscow according to an 
official agreement between the Russian and Chinese governments. The Centre was 
planned to be built near the underground station Botanical Garden. It will include an 
exhibition hall, congress-hall, offices, shops, a hotel and restaurants (RIA News 2010).  
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At first, the opening should have taken place in 2010, but since the ceremony that 
announced the starting of construction works in 2007, no real work was done due to a 
conflict between the organizers and the local government of Moscow. The new date 
for the implementation of the project is estimated to be in 2012 (Savkin 2010). 
The comments upon the project are highly negative, because the center takes a piece 
of a natural park and the transport connections do not suit the purpose of the project 
(RIA News 2010). 
On the Chinese side, the consolidated investor is the Huamin corporation, which 
provides investments of about $300 millions. On the Russian side, the investor is 
OAO Russian-Chinese Centre of trade and economical cooperation supported by 
Moscow and the Moscow region governments and also by the Russian Union of 
Business and Industry in Moscow.  
There is a giant wholesale warehouse of Chinese goods in Moscow including a 
customs terminal, the same kind of terminal is being created in Velikiy Novgorod 
(RIA News 2010).  
The perspectives of this centre remain vague as there is no agreement with the 
regional government, and the position in the city is not very convenient.  
4.2 Successful and starting projects 
4.2.1 ............................................................................ Chinese Trade Centre in Belgium 
 
This trade centre called China-Europe Trade Centre was founded by Tianjin 
International Corp (Europe Trade Centre 2009).   
China-Europe Trade Centre is located at Antwerp, the second largest city of Belgium 
and the second largest port in Europe; 15 km only from the port, 45 km from Brussels, 
the Headquarters of EU as well as the Capital of Belgium. Besides, the Centre is 
adjacent to France, Germany, Holland, Luxembourg etc.; within an area of 500 km are 
situated the most economically developed countries and regions in Europe. The 
Flanders where the Centre is situated is the most advanced zone of economy in 
Belgium, whose GDP accounts for 80% of the whole nation. The superior 
geographical position has provided the Centre with the prerequisite for the Chinese 
companies to enter the EU market (Europe Trade Centre 2009).  
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This Centre is in its initial stage of development and it is hard to say now if it will 
meet success or failure.  
4.2.2 ........................................ China Brand Trade Centre CBTC in Budapest, Hungary 
 
China Brand Trade Centre, CBTC occupies an advantageous location in the heart of 
Europe with excellent logistic access to Central and East European countries. The 
CBTC offers showroom area, offices and warehouses for business companies that plan 
to use its capacities. CBTC owns a permanent exhibition area with 350 premises that 
are planned to enlarge up to 800 by the extension of the complex by 2014. 
The centre offers a high quality ‗all in one‘ service package to set up and run trade 
company within the European markets. CBTC has the support of the governments of 
People‘s Republic of China and the Republic of Hungary (CBTC 2010). 
4.2.3 ...................................... Chinese Business Park Plaza de Oriente in Madrid, Spain 
 
The biggest Chinese business park in Spain was opened on 17 February 2011 in the 
town of Fuenlabrada, south of Madrid. The "Plaza de Oriente" meaning Square of the 
East, located in the Cobo Calleja industrial estate, which already houses many Chinese 
owned businesses and warehouses, mainly trades clothes imported from China (China 
Daily 2010). 
 
The park cost around $50 million to build, and houses 80 Chinese-owned companies 
in an area of 40,000 square meters. Overall, the centre will lead to the creation of 
around 1,000 jobs. A second phase of construction will create a space for a further 250 
companies and a luxury hotel (China Daily 2011). 
The textile sector is in the focus of Chinese business companies investing in Spain 
(Sáez 2010). 
4.2.4 .........................................................................China Business Network in London 
 
China Business Centre was established and has been operated by the China Business 
Network and Sino-Overseas Education and Cultural Exchange Foundation.  China 
39 
 
 
 
Business Network is a business consortium specialising in business marketing and 
targeted promotion for large numbers of Chinese and foreign enterprises as well as 
other organisations. In its early years CBN London Office focused on providing 
foreign businesses with consulting services and marketing activities using specialised 
online projects on the China Wide Web (CBN 2010). 
This project of Chinese business companies met a market success due to right choice 
of the place for the centre, existing business connections and careful planning. The 
combination of an open and transparent investment context, global financial centre, 
technology and innovation base and English-language environment makes the UK a 
prime location for an ever increasing number of Chinese companies in Europe 
(UKTI Inward Investment reports 2010). 
London is perceived by many Chinese multinationals as a central base from which 
British and continental European consumers can be accessed quickly. 
It also benefits from excellent transport links with several airports in the Greater 
London region (Burghart and Rossi 2009). 
4.2.5 .................................................................................... GD Poland Investments Ltd. 
 
 
Poland was one of the few countries in the world to avoid recession in 2009 
(Rubinstein 2010). That is why it represents an attraction option for expanding of 
Chinese businesses as well as access to the other markets of Eastern Europe. 
GD Poland Investments Ltd. known as Chinese Trade Centre is located in mid-eastern 
Europe in central Poland, about 25 km from Warsaw in direction of Radom. Chinese 
Trade Centre claims itself as the largest distribution point in middle-eastern Europe 
for goods and products made in China and whole Asia, it is located on 200 000 m
2
 
area (GD Poland Investments 2010). 
There are numerous trade buildings, restaurants, warehouses, banks, a post office and 
an exchange office in the Centre. GD Poland Investments Centre was divided into 
segments basing on the types of offered consumer products, such as clothes, shoes, 
small AGD appliances etc. There are 650 operating companies in the Centre, mainly 
Chinese, Vietnamese, Turkish, Indian and Polish ones. The products offered by these 
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companies are characterized by high diversity, low price and good quality (GD Poland 
2010).  
Despite of the failures of some of the Chinese Centres, the activity of Chinese 
companies continues to grow, the development of trade was slowed down by the crisis 
but it is a temporary factor that slowly reduces its influence. Each of those Centers is 
oriented towards the wholesales in EU, but the volume of European market is limited. 
So far, in majority of those Centers the expansion towards the North-West of Russia is 
planned (Zubkov 2010).  
 
 
 
 
 
 
 
5 JOINT VENTURE AS A MARKET ENTRY MODE FOR 
CHINESE SUPPLIERS 
 
Nepomilueva (2007) states that there are plenty of different options and ways to enter 
into the foreign market. In most cases this choice will depend on the product, the target 
market, company‘s capital and assets, the company‘s politics and top managers, the 
ability to take risks, company‘s knowledge and expertise.  
According to research made by Chatham House (2009) the market entry modes that 
are mostly used by Chinese companies in order to penetrate foreign markets represent 
in majority Foreign Direct Investments, Mergers and Acquisitions, Greenfield 
investments. The main motive for those investments is geographical expansion rather 
than obtaining technology and brands. 
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Chinese investment in Europe is growing but remains relatively insignificant. It is 
biased towards service activities; in manufacturing it is heavily concentrated in ICT 
and the automobile sector. Through mergers and acquisitions, Chinese investors seek 
access to brands and distribution networks or to engineering know-how and customer 
networks. Greenfield investments aim to access the European market and help to 
customize products for local needs (Nikolas 2009). 
There are different specific internal and external factors influencing the choice of a 
market entry mode to Northwestern Russian consumer goods market for Chinese 
suppliers.  
The bilateral trade between Russia and China is not very much developed. According 
to Russia's Federal Customs Service, trade with China accounted for just 9.6% of 
Russia's foreign trade in the January-November period of 2010, or $53bn, up from 
8.4% in the same period a year earlier. This is a far cry from the figure of 49.6%, the 
European Union's share of Russia's foreign trade (Rozhnov 2011). 
Rozhnov (2011) also states that despite Russia and China having signed some 
cooperation agreements and decided to use both the Rouble and the Yuan in mutual 
trade, Chinese businesses do not invest much in Russia. In fact, investment from 
China in its northern neighbour's economy accounts for only 1% of total foreign direct 
investment in Russia. 
The reasons to prevent growth of FDI to Russia are namely corruption in, opposition 
from officials who sometimes lobby on behalf of the interests of Russian businesses, 
undeveloped infrastructure and suspicion towards "the Chinese expansion"(Rozhnov 
2011). 
Nevertheless Northwestern Russian consumer market represents a great attraction for 
foreign investors and a profitable field for business companies. The key to success in 
that area is to find a proper market entry strategy based on market research and right 
choice of market entry mode. 
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Basing on the overview of market entry modes, the author of this work suggests that 
Joint Venture mode is an optimal way to enter and grow on Russian market of 
consumer goods.  
There are several reasons to establish the joint venture, if to compare with fully owned 
facility they are the following: a) easier and faster mode to enter new location and 
achieve objectives than to make it on your own, b) the reduction of risks concerning 
the failure or the host country restrictions compare to the fully owned ownership, c) 
companies in joint venture benefit from each other in such aspects as market 
knowledge, technology, capital etc (Nepomilueva 2010).  
According to Sandhusen (2000) potential advantages of Joint Ventures include lower 
costs and more favourable trading terms because foreign ownership is established.  
This market entry mode includes also some potential problems as conflict over 
asymmetric new investments, mistrust over proprietary knowledge, performance 
ambiguity, lack of parent firm support, cultural clashes, decisions upon termination 
the relationship. Such alliances bring benefits if the strategic objectives of partners are 
similar, the partners are smaller in size than industry leaders and they are able to share 
their skills and technologies without risking loosing their own advantage and 
competitive position on the market (Quick MBA 2010). 
Russian entrepreneur Nikolay Zubkov developed a business project of Chinese Trade 
Centre operating in consumer goods market in the Northwestern region of Russia, this 
Centre will represent a Russian-Chinese Joint Venture. Further on the model of this 
Centre is reviewed and analysed and the Marketing Mix for this project is offered. 
5.1 Northwestern Chinese Centre NWCC as a Chinese-Russian Joint Venture  
 
Joint venture could be an optimal solution for penetrating Russian market of consumer 
goods. Therefore the author of this work would like to introduce the idea of Chinese 
Trade Centre belonging to Russian entrepreneur Nikolay Zubkov.  
The essential of the idea is that there is a possibility to establish a local Chinese Trade 
Centre in Northwestern region of Russia as a Chinese-Russian joint venture (Zubkov 
2010). Such a project already exists and is on a development stage. Nikolay Zubkov, 
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Russian entrepreneur owning a wholesale and retail shop of building materials and a 
big warehouse and production centre, is an initiator of this project. He offers to 
establish a Chinese Trade Centre in Leningrad Region, Vyborg using his own business 
and political connections, established reputation, distribution channels and warehouse. 
  The creation of Northwestern Chinese Center NWCC, which will organize 
information and delivery business processes involving trade of consumer goods from 
Yiwu in city markets of Saint-Petersburg, will resolve lots of problems in this sector 
of trade and provide certain advantages (Alt, Survey and consulting company 2003). 
Chinese Centre in Saint-Petersburg – NWCC – is a general project of Russian and 
Chinese companies. It is planned to be fulfilled with the help of Representative of 
Russian Federation President in Northwestern federal region, People's Republic of 
China Consulate in Saint-Petersburg and The Chamber of Commerce and Industry of 
Russian Federation (Zubkov 2010).  
The Heads of Chinese Centre Project are on Chinese side - Men Gxianqi – the 
Consultant of People's Republic of China Consulate in Moscow (1993-2005), Beijing; 
on Russian side - Zubkov Nikolay - Head of the project NWCC, Saint-Petersburg.  As 
potential partners on Chinese side a number of Chinese and Russian logistics and 
trade companies are considered (Zubkov 2010). 
The arguments in favor for entering Russian market of consumer goods through the 
establishment of joint venture include following reasons characterizing Russian 
market of consumer goods: import barriers, large cultural distance, assets cannot be 
fairly priced, high sales potential, some political risk, government restrictions on 
foreign ownership, local company can provide skills, resources, distribution network, 
brand name, etc (Rozhnov 2011). 
SWOT-analysis will help us to estimate the strengths and opportunities of a new 
business project in comparison to its weaknesses and threats (see Figure 4).  
 
SWOT – analysis of NWCC as prospective official distributor of Chinese 
products. 
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Strengths 
Knowledge of local market 
Combines resources of several companies 
Less investment required 
Weaknesses 
Low commitment 
Difficult to manage  
Dilution of control  
Greater risk than exporting a and 
licensing 
Knowledge spillovers  
Partner may become a competitor. 
Opportunities 
Access to local customers 
Use already built-up reputation 
Use created distribution channels 
Flexible way 
Threats 
Less control over host-country distributor 
Large amount of Chinese importers on the 
market 
High competitiveness of the industry 
 
FIGURE 4. SWOT-Analysis of NWCC 
 
 NWCC can offer following services of warehousing and distribution, transportation, 
international operations and customs formalities, integrated IT solutions for leading 
the distribution chain, E-fulfilment, additional services as packaging, home delivery, 
quality control, post-purchase services, client service centre (Zubkov 2010). 
Besides sales flow NWCC may provide services in business contacts areas being a 
place for organizing exhibitions and seminars. The Russian partners may fulfill market 
research of needed areas. NWCC database contains info on industry, scientific and 
economical potential of Northwestern Russia already now; this information is of a 
high commercial interest. It includes: 
 industrial catalogues and lists of products of leading companies, including 
information on exported industrial products of Saint-Petersburg and region, 
also possible variants of export delivery  of timber, carton, plastic materials, 
metallic goods etc.; 
 data on scientific and research organizations, architecture offices and building 
companies; 
 information about customs office, customs warehouses, logistics companies, 
transport firms, sea, air, railway and car delivery services; 
 database on industrial and nonindustrial objects and rural areas as possible 
investments aims; 
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 information on government offices (Northwestern cities and regions 
administrations, federal, regional and local governments etc.); 
 database on wholesale and retail companies, including city markets and 
wholesale firms of Saint-Petersburg, Karelia, Leningradskaya, Murmanskaya, 
Pskovskaya and other regions of Northwestern Russia (Zubkov 2010). 
6 Marketing Mix for the Chinese Trade Centre 
Marketing is the process by which companies create customer interest in goods or 
services. It generates the strategy defining sales techniques, business communication, 
and business developments. It is an important process that includes creating customer 
relationships and values (Ulanov 2010). Marketing widely uses different models and 
theories in order to create new strategies upon market entry or development. One of 
these models is Marketing Mix. 
Marketing Mix is a model that helps to shape and create a new offer to market (Net 
MBA Business Knowledge Centre 2004). Marketing Mix is essential for creating 
strategic objectives for business project, so the author found it important to include 
Marketing Mix for Chinese Trade Centre in Northwestern region of Russia in this 
Thesis. 
Marketing decisions generally fall into the following four controllable categories: 
Product, Price, Place and distribution and Promotion (Net MBA Business Knowledge 
Centre 2004). 
These four P's are marketing tools that the marketing manager can control to satisfy 
customers and company objectives (Sandhusen 2000). 
The main goal is to make such decisions that focus on target group of customers in a 
chosen market area and create perceived value and positive response from customers. 
The right marketing mix should meet the nature and needs of specific target customers 
(Net MBA Business Knowledge Centre 2004).  
Murphy (2007) states that marketing mix differs if it‘s directed towards businesses or 
individuals though they are similar according to main marketing principles. Marketing 
to a business trying to make a profit, or Business-to-Business marketing, as opposed 
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to an individual for personal use, or Business-to-Consumer marketing, is similar in 
terms of the fundamental principals of marketing.  
B2B‘s main features are opposed to B2C marketing. B2B marketing is: 
 relationship driven; 
 it maximizes the value of the relationship; 
 targets small-sized, specific market; 
 involves multi-step buying process, longer sales cycle; 
 brand identity created on personal relationship; 
 includes educational and awareness building activities; 
 rational buying decision based on business value (Murphy 2007). 
According to Murphy (2007) the process of B2B marketing is usually longer than the 
one of B2C and involves more stages and actors. Relationship building and 
communication using marketing activities is very important for generating 
cooperation with business customers. Marketing in B2B companies is used for 
educating various players in the target audience. Marketing campaign is usually long 
and includes a number of actions as e-mailing, direct mail, telemarketing, web casts, 
newsletters and follow up by sales representatives who will discuss the businesses 
requirements in more detail and move the prospect through the sales cycle. Content is 
king for B2B marketing, creating awareness of your products and services through 
personal and impersonal contacts is the key to success in B2B business. 
Here is a review of the main components of Marketing Mix relating to NWCC. Their 
brief analyze will help us to identify, which areas need more attention, and suggest 
solutions for the most effective use of the planned partnership between Russian and 
Chinese businesses. 
6.1 Product Decisions 
The term "product" refers to tangible, physical products as well as services 
(Sandhusen 2000). The product decisions to be made by marketers include Brand 
name, Functionality, Styling, Quality, Safety, Packaging, Repairs and Support, 
Warranty, Accessories and Services. 
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The main categories of consumer products that can be supplied by Chinese producers 
are represented on the Yiwu International Commodities Fair annually since 2002 
(Yiwu fair 2010). 
Yiwu Fair has been held for 15 successive years since 1995. It is held in Yiwu, 
Zhejiang Province in October every year. In 2002, it was upgraded as an international 
commodity fair. Since then, the event has been jointly sponsored by the Ministry of 
Commerce, Zhejiang Provincial People‘s Government and other relevant authorities. 
The Yiwu Fair, as a highly internationalized and informative event with excellent 
services and security, has become one of the largest, most influential and most 
productive commodities fairs in China. It has become the third largest exhibition 
sponsored by the Chinese Ministry of Commerce, ranking only next to the China. 
The main categories of goods offered include: artistic gifts, stationery, sports goods, 
crystal products, knitting accessories, garment, cases and bags, souvenirs and 
decorations, toys, cosmetics, pharmaceutical products, porcelain, clothes, auto 
supplies, cars, computers and electronics such as mobile phones, DVD players, play 
stations, TV, accessories; home appliances, building materials (Yiwu International 
Commodities Fair 2010).  
Due to high competition on the market of consumer goods and threat of substitute 
products it is necessary to choose a market niche for the Chinese Trade Centre and 
focus on limited chosen lines of products. 
The cost-saving or revenue-producing benefits of products and services are important 
to focus on throughout marketing cycles, because business customers are focused on 
creating shareholder value for themselves (Murphy 2007). 
The suggestions for NWCC according to Product component of Marketing Mix may 
include finding a market niche in the consumer goods market and focusing marketing 
campaign on it. Such niche could be sales of constructing and household materials and 
appliances to big supermarkets of the regions.   
6.2 People 
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As we start with the characteristics of final customers for consumer goods, it is 
important to mention that welfare level of population in the Northwestern region is 
among average in Russia (Leningrad Region official web-site 2010). 
Cash income for population during January - November 2009, was in St. Petersburg 
1.0048 trillion roubles and in Leningrad Oblast - 209.6 billion roubles. The income 
rose by 2,8% in the city and lowered by 11,1% in the region in comparison to the 
same period in 2008 according to consumer price index. The average wage as for 
November, 2009: St. Petersburg – 25141 roubles, in Leningrad Region 19203 roubles 
(SPb Vedomosti 2010). 
The amount of working population is 45% of total regional population (734 352 
people), 39% of them work in industrial companies, 34% - in a service sector, 18% in 
agricultural sphere and 9% in transport companies (Leningrad Region official web-site 
2010).  
General characteristics of customers‘ preferences and purchasing ability: 
-mainly average income, need in average and low price consumer goods, low brand 
awareness, ―the cheaper the better‖, need in post-purchase product support and 
guarantees (Muromenko, Evtushenko  2008). 
The main customers for the Chinese Trade Centre are the supermarkets that serve 
individual consumer with building materials, household equipment, electronics, toys, 
clothes and other accessories. Potential clients may include such big household 
supermarkets as OBI, MediaMarkt, Prisma, Diksi, Prosto, IKEA, LAND, Lenta, Sem 
Holmov. 
The important characteristics of B2B buyers 
According to Murphy (Murphy 2007) the business buyer is sophisticated, understands 
your product or service better than you do, and wants or needs to buy products or 
services to help their company stay profitable, competitive, and successful. Marketing 
copy must talk to a sophisticated audience. Typical buyer has a high interest in and 
understanding of product, or at least of the problem it solves. Therefore, writing 
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marketing copy is more complex and requires research to ensure you deliver the 
necessary information to the buyer. 
Both B2C and B2B buyers are interested in quality customer service. Product 
exhibitions, testimonials and guarantees help to build credibility and attract customer. 
The target market for a business product or service is smaller and has more specialized 
needs. There may be multiple influencers on the purchase decision, which may also 
have to be marketed to, though they may not be members of the decision making unit. 
It is crucial to find a target person or target group representing your potential buyer 
and market your products to them in a most rational and educative way so that the 
benefits of the product would be obvious and understandable. Different marketing 
channels should be used in complex; the establishment of personal relations should be 
the main target (Murphy 2007). 
6.3 Promotion and Prices 
Pricing decisions influence the demand for products, low price attract customers, but 
the pricing strategy should be carefully planned (Sandhusen 2000). Some examples of 
pricing decisions to be made include: 
 pricing strategy (skim, penetration, etc.); 
 suggested retail price; 
 volume discounts and wholesale pricing; 
 cash and early payment discounts; 
  seasonal pricing etc (Stevens 2010).  
The business market can be convinced to pay premium prices more often than the 
consumer market, but pricing strategy should be carefully planned. This is easier to 
achieve by using a recognisable brand (Muromenko, Evtushenko 2008). 
Promotion 
Promotion represents the various aspects of marketing communication, and it gives 
information about the product in order to generate a positive customer response. 
Marketing communication decisions include: 
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 promotional strategy like push, pull, etc; 
 advertising; 
 personal selling and sales force; 
 sales promotions; 
 public relations and publicity; 
  marketing communications budget (Net MBA Business Knowledge Centre 
2004).  
Promotion planning is easier to implement when the media, information seeking and 
decision making habits of your customer base and the vocabulary unique to their 
segment are familiar to the supplier. Specific trade shows, analysts, publications, 
blogs and retail/wholesale outlets tend to be fairly common to each industry/product 
area (Murphy 2007).  
The author of this work suggests that the best way to approach a business buyer in the 
international market, in this case Russia, is to use a local retailer or wholesaler who 
already possesses established customer base, knowledge of local legislation and 
market area, and is ready to provide logistics, warehousing and marketing solutions. 
Branding 
 
A brand is a name, term, sign, symbol, design, or combination thereof that identifies 
and helps to differentiate and control products and services of a single seller or a 
group of sellers. Brands can be local, national, regional, or worldwide in scope 
(Sandhusen 2000) 
The consumers‘ preferences are based on their emotional attitudes towards products, 
the products shouldn‘t necessarily be of a superior quality, but the brand should be 
recognisable and trustable. The way from a new trademark to a trustable brand is time 
consuming; it needs careful management and right strategy. 
B2B Branding is different from B2C in some crucial ways, including the need to 
closely align corporate brands, divisional brands and product/service brands and to 
apply your brand standards to material often considered ―informal‖ such as email and 
other electronic correspondence. It is mainly of a larger scale when compared with 
51 
 
 
 
B2C. Business buyers are using more rational thought when selecting a product or 
service for their company. They are motivated by saving money, increasing 
productivity or raising profitability.  
According to Murphy (2007) with B2C, a strong brand can encourage the consumer to 
buy, remain loyal and potentially pay a higher price. In B2B markets, brand will only 
help you be considered, not necessarily chosen. 
Special Features of Branding in Russia include (Muromenko, Evtushenko 2008): 
1. ability to quickly create and develop new brands; 
2. brand loyalty doesn‘t have time to develop due to quick change of leading 
brands on the market; 
3. there is a growth of dissatisfaction and lost of trust towards foreign brands with 
poor quality; 
4. high trust to brand as a proof of originality of the product; 
5. creation of a strong brand demands ads in mass media and banners on the 
roads; 
6. country of production, attractive trademark and package are main components 
of a successful product;  
7. importance of PR advertising methods. 
A brand name based on a personal name is a guarantee for success in Russian market 
of consumer goods, it creates awareness and trust, the unique image of the product is 
quickly remembered and preferred among others (Muromenko, Evtushenko 2008). 
As producers of consumer goods for NWCC are situated in China, it is interesting to 
review consumer preferences and attitude towards consumer goods produced in China.  
According to Beijing Consult Company (2009), consumers‘ attitudes towards goods 
produced in China are generally declared as negative. Mainly the goods are 
characterized as cheap, low-quality and single-use. However, despite of these claims 
Chinese goods are on a high demand, and trust towards them is growing. Among the 
most popular categories of consumer goods are furniture, sanitary engineering, home 
appliances, clothing and textiles, electronics, computers, lighting equipment, sports 
equipment and gear, etc. These tendency reflects the development of own Chinese 
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brands and also the goods production outsourced by European companies. The control 
of quality is on a high level in the Chinese factories. The trust level towards the light 
industry goods is significantly higher than towards electronics and home appliances. 
The price of goods is an indicator that shows the quality (Beijing Consult Company 
2009). 
The main conclusion here is that there is no need to create strong brand awareness as 
there is no developed brand loyalty among the buyers of consumer goods. The 
business buyers are more attracted by lower-priced, but trustable goods. However, it 
might be useful to develop a brand based on the personal name of the distributor that 
will make the goods from Chinese Trade Centre recognizable in the market. It is also 
easier to promote a line of products with its own name and reputation based on it.  The 
marketing communications budget should be carefully planned and used as it is the 
main selling force of the trade. 
6.4 Place (Sales and Distribution) 
Distribution includes processes of delivering the products to the customer. The 
number and type of sales forces can vary depending on types and amounts of 
distribution channels. Success of a company highly depends on their right choice and 
use. Sandhusen (2000) states that distribution is generally the most differentiated and 
least understood of all marketing mix components. It is also most likely to block a 
successful entry strategy in global markets, where channels lengthen and logistics 
problems multiply. 
Consumer goods market has its special features demanding right choice of distribution 
channels. Following challenges are included: 
- change in the behavior of final customer; 
- low speed in the growth of industry; 
- high competition, big companies gain leadership; 
- developing sales through the Internet (Alt, Survey and Consulting 
company 2003). 
Solutions of effective distribution chains are offered by different distributors, here 
are some examples: 
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1. Creation of own retail chains. Example: E.G. Uniland that created 3 retail shops as 
Dixi, Unisam, Megamart. 
2. Marketing or own label production. Example: production of butter ―Anna Maria‖. 
3. Improvement of logistics chain, creation of own terminals. Example: TD Era 
created own logistics centre.  
 4. Special departments for working with professionals. Example: ―Perfume‖ created 
separate department of hygiene. 
 5. Creation of merchandiser and promoters department (Alt, Survey and Consulting 
company 2003). 
The choice criteria for distributor are based on its resources, current system of 
distribution, capabilities and reputation. The local distributor or partner can be a core 
for success while entering international market. It should have enough resources and 
knowledge as to analyze the external and internal environment and bring company to 
market leadership. 
According to Zubkov (2010) NWCC shall get a position of an exclusive distributor of 
chosen lines of Chinese goods in the Northwestern region of Russia. Just exclusive 
distribution can help in this case to control and manage this distribution channel, an 
exclusive distributor can create its own brand and develop own customer database. 
NWCC already has this advantages and as well good geographical position and 
variants of logistic chains in plans. 
Geographically Northwestern Chinese Centre is supposed to be built in 2 places – in 
Vyborg, where warehouses will be established and in Saint-Petersburg, where the 
main office, trade and exhibition areas will be arranged. As a planned name group of 
establishers offer ―Chinese Centre in Saint-Petersburg‖ or ―Northwestern Chinese 
Center‖, NWCC. 
 Vyborg as a logistics centre for the goods‘ supplies from China for NWCC project 
was chosen by following characteristics: 
1. Seaport and Railway station of Vyborg accept container cargos. 
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2.  Vyborg is situated near the border with Finland (25km), quite near seaports 
Helsinki, Hamina, Kotka. 
3.  Vyborg is connected with Saint-Petersburg, Northwestern region and Moscow by 
high-way Scandinavia 
4.  There are big warehouses for electronics, household and building materials in 
Vyborg (Zubkov 2010).  
According to the initiator of NWCC project the NWCC Centre will have organized 
database, clients‘ networks, warehouses and transport possibilities already on the 
primary stage of work. Developed logistics scheme in the bases of goods flow and 
own warehouse will help to minimize possible losses in trade. 
 
 
 
 
7 CONCLUSIONS 
 
The choice of market entry strategy is one of the crucial factors for successful 
business development. There are a lot of factors that influence such choice and a 
number of forms that it can take. Market characteristics and competition, company 
expertise, knowledge, targets and purposes are all important characteristics while 
choosing an market entry strategy. 
The theoretical part of this work represented an overview of market entry modes and 
factors influencing their choice, a review and an analysis of the different aspects of 
Northwestern consumer goods market in Russia including consumer market research 
in the Leningrad region and St. Petersburg, an analysis of such a form of market entry 
strategy as the Chinese Trade Centre in Europe and a description of a project of 
Russian entrepreneur Nikolay Zubkov possibly acting as a practical model of Russian-
Chinese Joint Venture in the Leningrad region and St. Petersburg. 
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Leningrad region and St. Petersburg look attractive for the suppliers of consumer 
goods from several aspects including political, economical and social factors. The 
population growth is stabile, and the income level is mainly average. There is no 
significant market leader in the chosen trade area in the consumer goods market, but 
there is tough competition. The brands are recognisable, but there is no significant 
brand loyalty. Preference is given to lower priced goods. It is also very important to 
note that Saint-Petersburg and Northwestern region have the right to sign the 
agreements with foreign countries, the support of regional government is very 
important strongly affecting the development of the international trade. 
According to PESTEL-Analysis a conclusion can be made that the factors influencing 
consumer goods trade in the Northwestern region of Russia are favourable. However, 
special attention should be paid to political, economical and social factors which 
success in business is mainly dependent on. There is a great need for having a local 
partner or distributor who can provide the connections with the regional government 
and potential customers. It is especially essential for Chinese businessmen as their 
business culture is quite different from the Russian one. 
Porter‘s Five Forces Analysis indicates the condition of the modern industries and the 
chances for entering into the new market. The industry of consumer goods in the 
north-west of Russia presents a challenging, but promising environment for trade 
development. Not all the factors according to Porter‘s Analysis are favourable to the 
companies that enter into the market. But it doesn‘t mean that it is impossible to 
change the other factors or use them in a suitable way. It is also shows that finding a 
suitable market niche and gaining leadership in that specific area will put Chinese 
goods in a special position and help to gain profits even in a highly competitive 
environment. 
The suggestions for Chinese business companies entering into the Russian market of 
consumer goods include using the assistance of the local government for market entry 
and expansion, finding suitable marketing niche and using aggressive marketing in 
order to become a leader in that niche, using branding technologies to create brand 
loyalty. 
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The Chinese Trade Centres mode is one of the most numerous modes implemented by 
Chinese business companies in order to penetrate into the European market of 
consumer goods. This mode can be very effective and profitable in some cases, when 
the choice of country and market is done right. However, the overview of their 
operational activities showed that not all of them appeared to be successful projects 
due to a number of reason including cultural differences, lack of experience in 
international brand management and weak innovative capability.  
Therefore, the market entry mode in the Northwestern consumer goods market in 
Russia should include the features of the Chinese Trade Centres in Europe, but also 
include characteristics and qualities of joint venture projects with Russian partner.    
The marketing mix of the Chinese Trade Centre in the Northwestern region of Russia 
should be based on establishing a local partnership or finding a suitable distributor 
concentrating his/her is efforts on dealing with legislative regulations, logistics 
infrastructure, market research, gaining leadership in a special market niche and 
creating personal business contacts with potential customers. 
As a conclusion we name the following features important to marketing mix of the 
Chinese Trade Centre in the Northwestern region of Russia: 
- establishing a local partnership or finding a suitable distributor; 
- finding a market niche and defining the main product lines (constructing 
materials); 
- concentrating on building personal relations with potential customers in a 
chosen niche; 
- attracting customers by a versatile assortment of low-priced goods , effective 
promotion involving all the marketing tools and building personal relations. 
This Thesis has a practical use for any foreign company planning to enter into the 
Russian market of consumer goods. However, it is not possible to analyze and discuss 
all the possible challenges and possibilities of importing goods in one work. Therefore, 
there is still a need for more detailed research and analysis of the current factors 
influencing the import of goods.  
 
57 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
REFERENCES 
 
Alderman L. 2010. Looking for investments, China turns to Europe, referred to on 
November 1, 2010. The web-site of New York Times. 
http://www.nytimes.com/2010/11/02/business/global/02euro.html?_r=1 
Annual statistic report of Russia. 2010 Edition. Referred to on December 10, 2010. 
http://www.gks.ru/wps/wcm/connect/rosstat/rosstatsite/main/publishing/catalog/statist
icCollections/doc_1137674209312 
 
Average living wage in Russia for June-July 2010. 2010. Referred to on December 21, 
2010. The web-site of Solidarnost, Interregional Professional Union. http://profsouz-
solidarnost.ru/pravblock/11-razdel-v-razrabotke.html 
Baranovskaya N. 2010. Regional markets of foreign cars develops with different 
temps, referred to on December 15, 2010. "Russian business-newspaper" №772 (39). 
http://www.rg.ru/2010/10/19/inomarky.html 
Becker A. 2010. China expands reach in Eastern Europe, referred to on March 3, 2011. 
The web/site of Asia Times. 
http://www.atimes.com/atimes/China_Business/LK02Cb01.html 
58 
 
 
 
Burghart N., Rossi V. 2009. China‘s Overseas Direct Investment in the UK, referred 
to on February 15, 2010. The web-site of Chatham House. 
http://www.chathamhouse.org.uk/files/15511_1209pp_china_odi.pdf 
CBN China Business Network. 2010. Company web-site, referred to on February 15, 
2010. http://www.chinabn.org/English/ 
China Brand Trade Centre CBTC. 2010. Company web-site, referred to on December 
13, 2010. http://www.cbtc.hu/http/index.php?page=Concept&lang=en 
China Center continues to suffer from growing pains. 2010. Referred to on November 
10, 2010. The web-site of Helsingin Sanomat, International Edition. 
http://www.hs.fi/english/article/Kouvola%E2%80%99s+China+Center+continues+to+
suffer+from+growing+pains/1135244920994 
China-Yiwu International Commodities Fair. 2010. Referred to on December 12, 2010. 
The web-site of the Yiwu Commodities Fair. 
http://www.chinafairs.org/en/about/introduction.htm 
Chinese trade centre bankrupt. 2010. Referred to on November 26, 2010. The Hague 
city web-site. http://www.denhaag.nl/en/residents/to/Chinese-trade-centre-
bankrupt.htm 
Regional logistics infrastructure. 2009. Referred to on December 21, 2010. The web-
site of Cominfo Logistics Solutions. http://clsls.ru/obzor/Katalog-chast2-demo-
versiya.pdf 
Construction of Chinese business centre in Moscow. 2010. Referred to on January 10, 
2011. The web-site of RIA News. 
http://www.rian.ru/moscow/20100514/234227273.html 
Distribution strategies on the consumer goods market. 2003. Referred to on January 9, 
2010. The web-site of Alt, Survey and consulting company.  
http://www.klubok.net/article1088.html 
Dynamics of economical development of Saint Petersburg for January-February 2010. 
2010. Referred to on February 23, 2011. The web-site of Committee for information 
and communications of Saint Petersburg. http://gov.spb.ru/day/new_stat 
Economics of St. Petersburg and Leningrad Region in 2009. 2009. Referred to on 
December 21, 2010. The web-site of SPb Vedomosti. 
http://www.spbvedomosti.ru/documents/details.htm?id=10264421@SV_Document 
Elin V.  2009. Analysis upon the condition of transporting sphere of the 
Northwesterndistrict of Russia, referred to on December 15, 2010. The web-site of  
Board of Smart Logistic Group. http://www.slg.ru/magazine/53.php 
Europe China Trade Centre, 2010. Referred on February 24, 2010. The web-site of 
Europe China Trade Centre. http://www.europechinatradecentre.nl/index.php/about-
ectc 
Europe Trade Centre. 2010. Referred to on November 1, 2010. The web-site of 
Europe Trade Centre. http://www.cetc.be/en/company.html 
59 
 
 
 
Evplanov A. 2010. Russian paper and pulp industry needs in serious modernization, 
referred to on December 12, 2010. "Russian business-newspaper" №772 (39). 
http://www.rg.ru/2010/10/19/bumaga.html 
Evplanov A. 2010. The state promises to help to exporters of High-Tech, referred to 
on December 12, 2010. "Russian business-newspaper" №772 (39).  
http://www.rg.ru/2010/10/19/hitech.html 
Finnish China Center. 2011. Referred to on February 20, 2011. The web-site of 
Finnish China Center. http://www.chinacenter.fi/en/ 
Foreign Market Entry Modes. 2004. Referred to on December 13, 2010. The web-site 
of QuickMBA. http://www.quickmba.com/strategy/global/marketentry/ 
GD Poland Investments Ltd. 2011. Referred to on February 20, 2011. The web-site of 
GD Poland Investments Ltd. http://www.gdpoland.pl/en/index.php 
GRP of Leningrad region. 2009. Referred to on October 18, 2010. The web-site of  
Alliance Media. http://www.allmedia.ru/newsitem.asp?id=861458 
GRP of SPb has grown on 28% in 2009. 2010. Referred to on December 23, 2020. 
The web-site of BaltInfo. http://www.baltinfo.ru/2010/03/23/Valovyi-regionalnyi-
produkt-v-2009-godu-v-Sankt-Peterburge-vyros-na-28-135594 
Gurvich V. 2010. Light industry of Russia could use changes in international trade, 
referred to on December 14, 2010. "Russian business-newspaper" №763 (30). 
http://www.rg.ru/2010/08/17/dress.html 
Kalmar Region. 2009. The Chinese business hub, referred to on February 3, 2011. The 
web-site of Kalmar region. http://www.kalmarregion.se/ 
Kalmar's Chinese market put on ice. 2007. Referred to on November 11, 2010. The 
web-site of Local Swedish News in English. http://www.thelocal.se/9364/20071210/ 
Koch, A. 2001. Factors influencing market and entry mode selection: developing the 
MEMS model, Marketing Intelligence & Planning, vol. 19, no. 5, 351-361. 
Lu Haoting. 2009. Chinese firms seek to invest in Europe, referred to on December 25, 
2010. The web-site of China Daily. http://www.chinadaily.com.cn/china/2009-
03/04/content_7532458.htm 
Mong A. 2010. The Chinese are coming, referred to on December 1, 2010. The web-
site of NBC News. http://behindthewall.msnbc.msn.com/_news/2010/11/26/5529599-
the-chinese-are-coming 
Muromenko I., Evtushenko E. 2008. Specifications of using branding on Russian 
consumer goods market, referred to November 4, 2010. http://www.marketing-
tpprf.ru/article/a8.doc 
Murphy D. 2007. Marketing for B2B vs. B2C – Similar but Different, referred to on 
November 12, 2010. The web-site of Vista Consulting. http://vista-
consulting.com/marketing-b2b-vs-b2c/ 
60 
 
 
 
Nepomilueva D.  2010. Choice Of Market Entry Mode, Case Study: Kadant Johnson. 
Bachelor‘s Thesis 2010. Referred to on October 30, 2010. The web-site of  Jyväskylän  
Ammattikorkeakoulu.  
http://publications.theseus.fi/bitstream/handle/10024/14117/Nepomilueva%20Daria.p
df?sequence=1 
 
Nicolas Françoise. 2009. Chinese Direct Investment in Europe, referred to on March 4, 
2011. The web-site of Chatham House research. 
http://www.chathamhouse.org.uk/research/economics/current_projects/chinese_invest
ment_europe/ 
 
North-West. 2004. Referred to on October 29, 2010. The web-site of Centre for the 
Study of Public Policy, University of Aberdeen. http://www.abdn.ac.uk/cspp/North-
West-1.shtml 
Overviews of St. Petersburg and Russia's Northwest. 2010. Referred to on December 
10, 2010. The web-site of U.S. Commercial Service. 
www.buyusa.gov/russia/en/overview_nw.html  
Palmgren H. 2010. Chinese ―Investment‖ in Kalmar, referred to on November 30, 
2010. http://www.redicecreations.com/article.php?id=1377 
Planned wholesale trade centre has mainly remained as collection of small retail shops. 
2008. Referred to on November 2, 2010. The web-site of Helsingin Sanomat, 
International Edition. 
http://www.hs.fi/english/article/Kouvola%E2%80%99s+China+Center+continues+to+
suffer+from+growing+pains/1135244920994 
 
Porter's Five Forces analysis of market structure. 2010. Referred to on November 11, 
2010. The web-site of Oxford University Press. 
http://www.oup.com/uk/orc/bin/9780199296378/01student/additional/page_11.htm 
Preliminary results of socio-economical development of Leningrad region in 2009. 
2009. Referred to on December 15, 2010. The web-site of  Leningrad Region. 
http://lenobl.ru/guide/portrait/itog_09 
 
Programme of development of the competitive environment in Leningrad Region in 
2010-2012. 2010. Referred to on December 20, 2010. The web-site of Leningrad 
Region. http://lenobl.ru/gov/konkurencia 
 
Puljeva A., Widen P. 2007. The influence of internal and external factors on entry 
modes, referred to on February 25, 2011. http://epubl.ltu.se/1402-
1552/2007/075/LTU-DUPP-07075-SE.pdf 
 
Review of economics in St. Petersburg and Leningrad Region for 2009. 2009. 
Referred to on November 20, 2010. The web-site of SPb Vedomosti. 
http://www.spbvedomosti.ru/documents/details.htm?id=10264421@SV_Document 
Rozhnov K. 2011. Could Russia re-direct it‘s economy towards China? Referred to on 
March 9, 2011. The web/site of BBC News. http://www.bbc.co.uk/news/business-
12285179 
61 
 
 
 
Rubinstein L. 2010. Focus: Emerging Europe – The road less travelled, referred to on 
February 15, 2011. The web-site of Goliath, online journal. 
http://goliath.ecnext.com/coms2/gi_0199-12630215/Focus-Emerging-Europe-The-
road.html 
Russia Trade, Exports and Imports. 2011. Referred to on February 5, 2011. The web-
site of Economy Watch, online journal. 
http://www.economywatch.com/world_economy/russia/export-import.html 
Sáez. 2009. Chinese outward direct investments in Spain, referred to on March 15, 
2011. The web-site of Chatham House Research. 
http://www.chathamhouse.org.uk/files/16632_0310pp_saez.pdf 
Saint Petersburg in numbers. 2010. Referred to on December 28, 2010. The web-site 
of Saint Petersburg. http://gov.spb.ru/day 
Sandhusen R. 2000. Marketing, 3 edition. Strategic planning in global markets, 67-71. 
Savkin A. 2010. Construction works on Chinese Trade Center in Moscow, referred to 
on December 10, 2010. http://compromat.ru/page_29106.htm 
The conclusions over Leningrad Region economical and social development in 2009. 
2009. Referred to on January 14, 2011. The web-site of Official Representative Office 
of Leningrad Region. http://lenobl.ru/guide/portrait/itog_09 
 
The income per capita in Leningrad Region 2010. 2010. Referred to on December 13, 
2010. The web-site of Delovoy Peterburg. 
http://www.dp.ru/a/2010/11/09/Dohodi_na_dushu_naselenija 
 
The inflation in Russia rose over 5%. 2010. Referred to on December 14, 2010. The 
web-site of Infomir. http://infomir59.ru/news/business/2010/11/11/business_960.html 
 
The Marketing Mix. 2004. Referred to on November 2, 2010. The web-site of Net 
MBA Business Knowledge Centre. http://www.netmba.com/marketing/mix/ 
Ulanov V. 2007. Leningrad Region: Do you know? Referred to on January 23, 2011. 
http://ru.wikipedia.org/wiki/%D0%9B%D0%B5%D0%BD%D0%BE%D0%B1%D0
%BB%D0%B0%D1%81%D1%82%D1%8C 
Vahrusheva S. 2010. Consumer market of Saint Petersburg. Numbers and facts, 
referred to on February 23, 2011. The web-site of Delinform. 
http://delinform.ru/publ.php?numn=670 
Vantaa wants to put up technology. 2007. Referred to on 12 January, 2011. The web-
site of Helsingin Sanomat, International Edition. 
http://www.hs.fi/english/article/Vantaa+wants+to+put+up+technology+Chinatown+ne
xt+to+Helsinki-Vantaa+Airport/1135231967435 
Work with China. Chinese goods. Chinese suppliers. 2010. Referred to on November 
4, 2010. The web-site of Beijing Consult Company. http://www.rc-
infoconsult.com/ru/service/china.html 
62 
 
 
 
Xinhua Biggest Chinese business park in Madrid. 2011. Referred to on 20 February, 
2011. The web-site of China Daily. http://www.chinadaily.com.cn/xinhua/2011-02-
17/content_1796447.html 
Figure 1. Advantages and disadvantages of market entry modes (Nepomilueva 2010, 
Sandhusen 2000)  
Figure 2. Northwesternfederal region of Russia. 2010. Referred to on January 12, 
2011. The Official Karelia 2010,  the Republic of Karelia official web-portal. 
http://www.gov.karelia.ru/Different/Federal/map_e.html?print= 
Figure 3. SWOT-Analysis of NWCC 
 
 
 
APPENDICES 
Appendix 1 Factors influencing market entry mode selection 
 (Koch 2001, 353) 
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Appendix 2 Dynamics of economical development of Saint Petersburg for 
January-February 2010  
(Committee for information and communications of Saint Petersburg 2010) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Sales Volume of organisations according to type of 
economic activities for January-February 2010,
in % compare to same period of previous year
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Appendix 3 Review of economics in St. Petersburg and Leningrad Region for 
2009  
(SPb Vedomosti 2009) 
Average wage size according to industry 
 St.Petersburg Leningrad 
Region 
St.Petersburg Leningrad 
Region 
 2009 Compare to 
2008 in % 
2009 Compare to 
2008 in % 
Turnover of 
companies (in 
real prices), 
mlrd. of roubles 
3634,3 92,9 840,1 88,4 
Industrial 
Production 
Index 
x 79,9 x 93,8 
Retail Trade 
Turnover, mlrd. 
of roubles 
584,3 90,6 131,5 97,7 
Average number 
of employees, 
Jan-Nov, 
thousands of 
people 
1453 99,4 387 99,8 
Average monthly 
wage of 1 
person, Jan-Nov 
23746 107,5 18570 108,3 
Consumer Price 
Index, 2009 
compare to 2008 
108,5 x 110,1 x 
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Appendix 4 Example of Logistics Scheme for NWCC project  
(Zubkov 2010) 
 
1stage: request for the order (client makes his/her order in NWCC office) 
2stage: formation of the order (connection to supplier, negotiations on the goods 
available) 
3stage: information on the goods sent to the client (payment bill is sent, order bill is 
filled and delivered to supplier) 
4stage: the client pays on the bill 
5stage: the supplier sent goods to NWCC 
6stage: the NWCC agents receive goods and fulfill customs formalities 
7stage: NWCC delivers goods to the client 
8stage: the order is fulfilled and registered. 
This geographical position and functional structure of NWCC allows having 
additional advantages among competitors in selling Chinese goods. 
Variants of logistics chains can be different and Russian market offers vast 
possibilities in this area. As an example there is a big logistics centre “Utkina zavod” 
under construction in Northwestern region of Russia. 
Big logistics centre ―Utkina zavod‖ is being under construction near St. Petersburg, 
the construction company is Group E4. E4 group is a large Russian engineering 
company, one of the biggest in Russian Federation. The company operates in all 
federal districts of Russia with total number of employees equal to 20 000 highly-
qualified experts (up to 30,000 with affiliated firms). 
There are also a number of carriers with established reputation that focus on 
delivering goods from China to the North-West of Russia such as: Russian Troyka, 
ABC Trans, TFM. 
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Appendix 5 Chart Choice of Distributor  
(Alt, Survey and consulting company 2003) 
Retail Trade MLM 
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